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A bstract
The p resen t s tudy  exam ined the  relations am ong theoretical 
a n teced en ts  and c o n seq u en ces  of transformational leadership style. Thirty 
hospital CEOs com pleted questionnaires measuring self-esteem , autonom y, 
need for achievem ent, dom inance, and hospital s tra tegy . In addition, 2 1 4  
subord inates  rated the  leadership style of the  30  CEOs. The hypothesized 
links be tw een  CEO personality and transformational leadership style were 
not supported . Also, the  hypothesized relation be tw een  transformational 
leadership style and organizational effectiveness  w as  no t supported , even 
w hen organizational s tra tegy  w as  included as  a potential mediator. 
Supplemental analyses  revealed a direct relation be tw een  CEO self-esteem  
and organizational e ffectiveness  and be tw een  organizational s tra tegy  and 
organizational effectiveness. Specifically, CEO self-esteem  w as  positively 
related to organizational effectiveness, and a domain-offensive 
organizational s tra tegy  w as  positively related to  organizational 
effectiveness. Transformational leadership style w as  no t found to 
m oderate  th e se  relations. The p resen t s tudy raised questions  concerning 
the  psychom etric  properties of the  questionnaire designed to  m easure 
transform ational leadership style. Limitations, implications, and direction 
for future research  are d iscussed .
Introduction
Leadership is one of th e  m o st popular issues  in the  behavioral 
sc iences  (Yukl, 1981) and h as  been since the  late 19th century  (Kirkpatrick 
& Locke, 1991). T housands  of articles have been devoted  to  the  subject 
over the  p as t  100  years  or so . The p resen t research  fo cu ses  on a relatively 
new  leadership theory: transform ational leadership. Bass (1985) 
developed the  c o n cep t  of transform ational leadership to  explain instances  
w hen groups or organizations have outperform ed expecta tions . Put simply, 
Bass a s se r ts  th a t  transform ational leaders persuade  subord inates  to 
sup p ress  immediate needs  and  to  work tow ard  higher-order needs  through 
leaders ' use  of charism a, inspirational leadership, intellectual stimulation, 
and individualized consideration.
The p resen t research  ex ten d s  previous s tud ies  of transformational 
leadership by investigating the  relation of potential a n te c e d e n ts  (personality 
variables such  as  autonom y) to transform ational-leadership style in top- 
level hospital adm inistrators. It also investigates  potential c o n seq u en ces  of 
top-level transform ational leadership on hospital effectiveness, 
incorporating a s tra tegy  variable (domain-orientation; Miles, 1982) as  a 
mediator.
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2Before a com plete  description of transform ational leadership and the 
p resen t research  is d iscussed , a brief overview of major leadership theories 
is p resen ted  to  dem onstra te  how  transform ational leadership theory  builds 
on and ex ten d s  previous work.
Historical Background
Early in the  s tudy  of leadership, researchers  concen tra ted  on 
uncovering th o se  tra its  th a t  m ade a person a g rea t leader (Landy, 1983; 
Yukl, 1981). Som e of the  tra its  found to  be related to  leader effectiveness  
w ere self-confidence, asse rtiveness , am bition/achievem ent orientation, and 
dom inance (Stogdill, 1974). Although m any of the  original s tud ies  of trait 
theory  yielded inconsisten t results  (Mann, 1959; Stogdill, 1948),
Kirkpatrick and Locke (1991) a sse r t  th a t  several key leader tra its  help 
leaders acquire skills needed  to be effective.
After the  relative decline of trait theory  in the  19 4 0 s  and 19 5 0 s ,  the 
focus  for m any researchers  shifted to  describing w h a t m ade a leader 
effective in te rm s  of the  behaviors leaders exhibited (Shartle, 1956). 
Behavior theoris ts  found th a t  m ost leader behavior could be described in 
te rm s of tw o  concep ts :  consideration and initiating s truc tu re  (Fleishman, 
1953). Studies of behavior theory  also yielded mixed results  (e.g., 
Fleishman & Harris, 1962). Researchers  (e.g., Kerr, Schriesheim, Murphy,
& Stogdill, 1974; Schriesheim & Murphy, 1976) discovered th a t  o ther 
variables m oderate  the  relation be tw een  leader behavior and leader 
effectiveness. From this realization, situational leadership theories  were 
spaw ned .
Situational theories  focus  on w ays  in which environmental fac to rs  
influence leader effectiveness. The major situational theories  include 
Fiedler's (1967) con tingency  model, Hersey and Blanchard 's (1969) 
situational leadership theory, path-goal theory  (Evans, 1970; House, 1971), 
Vroom and Y etton 's  (1973) normative model, and Kerr and Je rm ier 's  
(1978) sub s ti tu te s  for leadership theory. In general, th ese  theories are 
concerned  with identifying a sp e c ts  of a given situation th a t  determ ine 
which traits, skills, and behaviors will facilitate effective leadership in th a t  
situation. Som e researchers  felt th a t  the  role of followers w as  being 
overlooked; hence, reciprocal theory  w as  born.
Reciprocal theory  is exemplified by Dansereau, Cashm an, and G raen 's  
(1973) vertical dyad linkage (VDL) model. According to the  VDL model, 
each  supervisor/subordinate  dyad is unique and, therefore, each  dyad m ust 
be exam ined separately . This view is different than  th o se  of the  previously 
d iscussed  leadership theories. The other theories e spouse  an average 
leadership style (ALS) approach . According to  ALS, subord inates  are 
basically hom ogenous, and leaders respond to all subord inates  similarly.
According to  the  VDL model, leaders generally establish a special 
relationship with a few  trus ted  subordinates, the in-group, and a more 
d is tan t relationship with o ther subordinates, the  out-group (Dansereau, 
Graen, & Haga, 1975).
According to Bass (1985), this procession of research  has led to 
leadership being viewed as  primarily a transactional p rocess . That is, the 
leader ex ch an g es  som ething the  subordinate w an ts  (pay, vacation, etc.) for 
som ething  the  leader w an ts  (subordinate performance). This line of 
th o u g h t is perhaps b es t  illustrated by path-goal theory.
Bass said th a t  transactional leadership is useful for explaining average 
w orkplace perform ance, bu t th a t  something else is needed  to  acco u n t  for 
th o se  in s tances  in which subordinate perform ance ex ceed s  w h a t is 
normally expected . In instances  of exceptional perform ance subordinates  
su p p ress  their immediate n eeds  and focus on higher-order needs. Because 
leaders w ho elicit such  resp o n ses  often transform  their dom ains and cause  
followers to  transcend  their needs, Burns (1978) term ed th e se  leaders 
transform ational leaders.
Basic Concepts
According to  Bass (1985) there  are tw o  major com ponen ts  of 
leadership style: transactional leadership style and transformational 
leadership style. Leaders exhibit varying degrees  of th ese  tw o  styles
5depending upon the  general environment, the task  environment, and the 
leader 's  personality. Furthermore, th e se  tw o  sty les are no t mutually 
exclusive; th a t  is, the  sam e leader can exhibit both transactional and 
transformational leadership styles. A discussion of the  basic com ponen ts  
of transactional leadership style and transformational leadership style 
follows.
Transactional Leadership
Transactional leadership is the  traditional view of leadership, based  on 
an exchange  model in which leaders exchange  som ething of value to 
followers in return for follower effort (Avolio & Bass, 1988; Bass, 1985). 
Bass theorizes th a t  transactional leadership style is com prised of tw o 
factors: con tingen t rew ard and m anagem ent-by-exception.
Contingent rew ard . According to  Hater and Bass (1988), contingent 
rew ard refers to  a leader 's  propensity  to  provide rew ards  if followers 
perform in accordance  with con trac ts  or expend necessary  effort. 
Transactional leaders can rew ard progress  tow ard  or a tta inm ent of 
designated  goals, or they  can  penalize subordinates  for failure (Bass,
1985). Through con tingen t rew ard a goal-perform ance-reward cycle is 
established. The leader s e ts  goals, and if subordinate perform ance m eets  
th o se  goals, a reward is conferred. Recall th a t  this p rocess  w as  advocated  
by path-goal theory as  described earlier.
The leader relying on con tingen t rew ards  en g ag es  in certain behaviors. 
Klimoski and Hayes (1980) identified six behaviors underlying the  
contingent reward process: The leader gives explicit instructions, 
com m unica tes  frequently ab o u t job m atters , involves subord inates  in 
setting goals, supports  subordinate  effort, reviews perform ance frequently, 
and ac ts  consistently  tow ard  subordinates . The relation be tw een  th ese  
behaviors and ou tcom e m easu res  is often unclear (Klimoski & Hayes). 
However, there  is support for a relation be tw een  contingen t rew ard and 
subordinate  perform ance, job satisfaction, and role uncertainty; although 
the  effect is often marginal (Avolio & Bass, 1988).
M anaaem ent-bv-excep tion . According to  Hater and Bass (1988), 
m anagem ent-by-exception  refers to a leader 's  propensity  to avoid giving 
directions a s  long as  established w ays are working, and to  allow followers 
to  continue doing their jobs as  usual as  long as  perform ance goals are 
being met. This is the  so rt  of hands-off approach  em bodied in the  phrase, 
"If it a in 't  broke, d o n 't  fix it."
The m anager-by-exception en g ag es  in certain behaviors. The 
m anager-by-exception monitors subordinate perform ance and a t tem p ts  to 
correct incom petence through criticism and discipline (Bass, 1985). Hater 
and Bass (1988) drew  a distinction be tw een  active m anagem ent-by- 
exception and passive m anagem ent-by-exception . A leader employing an
7active approach  "maintains a vigilance for m istakes or deviations and takes  
actions if ta rg e ts  are no t m et"; while one taking a passive approach  
"preserves  the  s ta tu s  quo and does  no t consider trying to make 
im provem ents a s  long as  th ings are going along all right or according to 
earlier plans" (Hater & Bass, p. 697).
Contingent rew ard and m anagem ent-by-exception  can be seen  as 
opposite  s ides of the  sam e coin. While a leader using a con tingen t reward 
s tra tegy  positively reinforces expec ted  perform ance, the  leader using a 
m anagem ent-by-exception  s tra tegy  negatively reinforces failure to  perform 
as  expec ted . There is more empirical support for con tingent rew ard than 
for con tingen t punishm ent. Podsakoff, Todor, and Skov (1982) found th a t  
con tingen t rew ards  positively affected  subordinate  perform ance and job 
satisfaction, and th a t  con tingen t punishm ent had no effect on perform ance 
and satisfaction.
In sum m ary, Bass (1985) view ed transactional leadership a s  a 
con tingent reinforcem ent p rocess . The use of positive reinforcem ent is 
term ed con tingen t rew ard, and the  use  of negative reinforcem ent is 
referred to  j s  m anagem ent-by-exception . These  tw o  co n cep ts  comprise 
the  traditional view of leadership, which, a t  best, can acco u n t for expected  
subordinate  perform ance.
Transformational Leadership
Transformational leadership, on the  o ther hand, a t tem p ts  to acco u n t 
for th o se  in s tances  w hen perform ance ex ceed s  expecta tions  (Bass, 1985; 
Burns, 1978). Burns and Bass explained the  p ro cess  through which 
transform ational leadership w orks in te rm s of need-hierarchy theory 
(Maslow, 1943 , 1970). According to the  theory  all individuals have five 
primary needs , and th ese  n eed s  are arranged in a hierarchy. Maslow 
(1970) a s se r ts  th a t  w e are m otivated to  satisfy the  lowest-level need th a t  
is still unm et. Until this need is largely satisfied, the  individual is o b sessed  
with fulfilling it. Once this need  is met, w e then  turn our attention to  the  
nex t higher level need.
As described earlier, Bass (1985) said th a t  transactional leaders use 
econom ic exchange  to  m ee t subord ina tes ' immediate n eeds  in return for 
con trac ted  serv ices perform ed by subordinates . Transformational leaders, 
on the  o ther hand, recognize existing follower needs , but also seek  to 
a rouse  higher level n eeds  (Burns, 1978). In this m anner transformational 
leaders a t tem p t "to engage  the  full person of the  follower" (Bass, p. 14).
In o ther w ords, transform ational leaders elicit exceptional perform ance from 
subord ina tes  by getting them  to forego satisfying a lower level need and to 
work tow ard  a higher level need . Note th a t  transactional and 
transform ational leadership are no t mutually exclusive. The sam e leader
can be transactional by focusing on immediate n eeds  in one instance  and 
transform ational by focusing on superordinate  n eeds  in ano ther  (Bass;
Hater & Bass, 1988). In a w ay, transform ational leadership builds on 
transactional leadership.
Bass (1985) theorized th a t  several fac to rs  enhance  a leader 's  ability to 
a rouse  higher-level n eeds  in subordinates . The four fac to rs  th a t  contribute 
to  transform ational leadership style are charism a, inspirational leadership, 
individualized consideration, and intellectual stimulation.
C harism a. Charisma refers to a leader 's  ability to  instill pride, faith, 
and resp ec t  in subord ina tes , to  see  w hat is really important, and to 
transm it a s e n se  of mission (Hater & Bass, 1988). House (1977) s e t  forth 
several propositions abou t charism atic leadership: Charismatic leaders are 
self-confident, display s trong  convictions abou t their ideals, and have a 
strong need to  influence o thers . Followers tend  to  tru s t  charism atic leaders 
b ecau se  of the  leaders ' self-confidence and strong convictions. Followers' 
t ru s t  is further heightened  b ecau se  charismatic leaders tend  to  engage  in 
impression m an ag em en t which s tren g th en s  the  image of self-confidence. 
Charismatic leaders give m eaning to  their followers ' work and inspire them  
by articulating an a ttractive vision and a group mission for their followers. 
Charismatic leaders define follower roles in appealing, ideological term s. 
Charismatic leaders m otivate followers by setting high expecta tions
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concerning subordinate perform ance and show ing confidence th a t  the 
subordinate can achieve th o se  goals.
Empirical support for the  value of charism atic leadership exists. In a 
laboratory s tudy, Howell and  Frost (1989) found th a t  individuals working 
under charismatic leaders performed better, were more satisfied, and had 
less role conflict than did individuals under either highly considerate  or 
highly structuring leaders. The au thors  concluded th a t  their results 
dem onstra ted  the  "effectiveness  of charism atic leadership in facilitating 
individuals' task  perform ance and ta sk  ad justm ent"  (p. 263).
Bass (1985) proposed th a t  charism atic leadership works in the  
following way: By dem onstrating confidence in subordinates , charismatic 
leaders raise the  self-esteem  and en thusiasm  of their subordinates , who, in 
turn, increase their effort to  m eet their goals. Charismatic leaders arouse in 
subord inates  achievem ent, affiliation, and pow er motives which are linked 
to  the  g ro u p 's  mission. Also, by articulating a vision and group mission, 
charismatic leaders can crea te  a shared  frame of reference and an image of 
reality for their followers (Smircich & Morgan, 1982). But charism a alone 
does  no t ensure  th a t  a leader will transform  his/her followers. How 
charism a com bines with the  o ther transform ational fac to rs  will determ ine if 
a leader em erges  as  transform ational (Bass, 1985).
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Inspirational leadership . Closely linked to  charism atic leadership is 
inspirational leadership. In fact, Bass (1985) referred to inspirational 
leadership as  a "subfactor within charismatic leadership" (p. 62). House 
(1977) described charismatic leadership as  emotionally arousing, 
motivational, and inspirational. Bass separa ted  charisma and inspirational 
leadership. He described inspirational leadership as  the  arousal and 
heightening of motivation am ong followers occurring primarily from 
charism atic leadership.
Leaders can inspire followers by making followers believe th a t  they 
can accomplish difficult tasks ,  by persuading them  th a t  their mission is 
important, by giving a pep talk, and by setting exam ples of dedication (Yukl 
& Van Fleet, 1982). Inspirational leaders also arouse  followers to  extra 
effort with an orientation tow ard  action instead of one tow ard  constra in ts  
and p receden ts  (Bass, 1985). Another im portant e lem ent of inspirational 
leadership is a leader 's  ability to build confidence am ong subord inates  
(Yukl, 1981). Bass s ta ted  th a t  leaders should no t only build confidence, 
but they  should also instill a belief in the  "cause ."  This is similar to  w hat 
Tichy and Devanna (1990) refer to  as  mobilizing com m itm ent.
Individualized considera tion . Transformational leaders are concerned  
abou t the  developm ent of o thers  as  well as  of them selves  (Bass, 1985). 
W hen exhibiting individualized consideration, a "leader de legates  projects to
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stimulate learning experiences, provides coaching and teaching, and trea ts  
each  follower as  an individual" (Hater & Bass, 1988 , p. 696). This 
description is similar to  the  operationalization of consideration in the  
behavior theory  of leadership. However, individualized consideration 
em phasizes the  unique nature  of each  leader-subordinate relation. The 
im portance of this point w as  m ade earlier in the  discussion of the  reciprocal 
theory of leadership.
Individualized consideration can take m any forms. A leader can 
exp ress  appreciation for a job well done, constructively point ou t 
subordinate  w eak n esses ,  or assign special projects th a t  will bolster 
subordinate  self-confidence, use  subord ina te 's  special ta len ts, and provide 
opportunities for grow th  (Bass, 1985). Individualized consideration is also 
m anifested  w hen a senior executive se rves  as  an individual counselor or 
m entor for a junior em ployee (Bass). Mentoring has  been show n to be 
related to career ad v an cem en t (Johnson, 1980) and to the  developm ent of 
a spirit of cooperation (Hunt & Michael, 1983) am ong subordinates.
A word of caution regarding individualized consideration is w arranted. 
If a leader estab lishes individualized relationships with certain m em bers of a 
particular group, the  danger of creating in-groups and out-groups (as 
p resen ted  earlier in the  d iscussion of the  reciprocal theory of leadership) 
exists. Individualized consideration has  potential benefits for subordinates ,
13
leaders, and  organizations. Leaders m ust be careful, how ever, not to 
c rea te  long-term inequities be tw een  subord inates  (Bass, 1985).
Intellectual stim ulation. Intellectual stimulation refers to a leader 's  
ability to  em phasize problem solving, to  use  reasoning before taking action, 
and to  arouse  followers to  think in new  w ays (Hater & Bass, 1988).
Instead of changing immediate actions, the  transform ational leader 's  
intellectual stimulation a ro u ses  and ch an g es  followers ' thought, 
imagination, beliefs, values, problem aw aren ess ,  and problem solving 
(Bass, 1985). Intellectual stimulation forces subord ina tes  to  rethink their 
ideas and enables  them  to think abou t old problems in new  w ays.
To be successfu l in this a sp e c t  of transform ational leadership, a leader 
m u st be superior in ability to  followers in a t  least one characteris tic  relevant 
to  the  problem, bu t no t be so  superior a s  to  hinder leader-subordinate 
com m unications (Bass, 1985). It is as  important to  be able to  sh o w  others  
how  to  solve the  problem as  it is to  be able to solve the  problem oneself. 
For this  reason , Bass pointed ou t th a t  it is possible to be "too intellectual."
Transformational leaders are likely to  exhibit a combination of 
intellectual stimulation, individualized consideration, inspirational leadership, 
and charism a. These  four fac to rs  tend  to be so m ew h a t  intercorrelated, and 
transform ational leaders tend  be higher rather than  lower on all four factors  
(Bass, 1985). In addition, since transformational leadership builds on
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transactional leadership, th e  com ponen ts  of both sty les  tend  to  be 
so m e w h a t  correlated.
Multifactor Leadership Questionnaire
The tw o  transactional leadership style fac tors  and the  four 
transform ational leadership style fac to rs  described above w ere derived from 
B ass 's  (1985) research  concerning the  Multifactor Leadership 
Q uestionnaire (MLQ). The MLQ is an instrum ent designed to  m easure  
characteris tics  of leadership style. The original MLQ w as  developed in a 
th ree-s tep  process .
First, Bass (1985) surveyed 70  execu tives  and asked  them  to describe 
characteris tics  of transform ational leaders they  had know n. The survey 
yielded 142 descriptive s ta te m e n ts  (items). In the  second  phase , the  142 
items w ere  subm itted  to  11 graduate  s tu d en ts .  The s tu d e n ts  sorted  the 
items into three  categories: transform ational, transactional, and "c a n 't  
say ."  Of the  original 142 items, 73  w ere se lec ted  for inclusion in a revised 
questionnaire.
Finally, 104  United S ta te s  Army officers were asked  to  use  the 
revised questionnaire  to  describe their superiors. A principle com ponen ts  
factor analysis with varimax (orthogonal) rotation w as  run for the  data. 
Seven fac tors  em erged. W hen da ta  from 72 additional officers were 
added , only five fac to rs  em erged . The five fac tors  were: charisma,
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con tingen t rew ard, individualized consideration, m anagem ent-by-exception , 
and intellectual stimulation. Inspirational leadership w as  one of the  original 
7 facto rs , but faded  w hen the  additional data  were included. However, 
Bass (1985) co n ten d s  th a t  inspirational leadership is a separa te  factor, and 
a sep ara te  subsca le  for this factor is included in the  version of the  MLQ 
th a t  is used  in the  p resen t s tudy. The instrum ent will be described further 
in a later section.
Section Sum m ary
B ass 's  (1985) conceptualization of transformational leadership theory 
incorporates  various com p o n en ts  of earlier leadership theories. Several 
"theoretical th reads"  from previous leadership theories are pulled toge ther  
in transform ational leadership theory. Bass proposed th a t  personality is 
one of the  fac to rs  th a t  influence the  em ergence  of transformational 
leadership style. This harkens back to early trait theory. Behavior theory 
s tud ies  relied on the  use of questionnaires to describe leader behavior. 
Similarly, Bass developed the  MLQ to describe leadership style in s tud ies  of 
transform ational leadership. The recurring dichotom y of concern  for 
relationships versus  concern  for ta sk s  (presented in various form s in 
behavior theory, con tingency theory, situational leadership theory, and 
path-goal theory) is also add ressed  in B ass 's  theory. Decision making, the 
focal point of the  normative model, is included as  an im portant face t  of
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transformational leadership style. Finally, B ass 's  theory asse r ts  the 
im portance of individualized interactions (individualized consideration, 
intellectual stimulation) be tw een  leaders and followers, which w as  the  key 
c o n cep t  of the  VDL model. Clearly, m any key co n cep ts  of transformational 
leadership theory are cons is ten t with previous theory.
In addition to simply incorporating com ponen ts  of previous theories, 
Bass (1985) also ex ten d s  previous theory  in tw o  w ays. First, Bass does  
not focus  primarily on motivational com p o n en ts  of leadership (as does  
path-goal theory) or on decision-making com ponen ts  of leadership (as does 
the  normative model). Instead he includes both as  im portant fac to rs  of the 
leadership role. Second, while previous leadership theories a ttem pted  to 
explain ordinary functioning, Bass developed transformational leadership 
theory  to  explain incidences of extraordinary perform ance.
Previous Research 
Since transformational leadership theory w as  developed to explain 
instances  of exceptional perform ance, a positive relation be tw een  
transformational leadership style and perform ance should exist. Several 
s tudies, which have a ttem pted  to  establish a connection be tw een  
transformational leadership style and perform ance will now  be reviewed.
W aldman, Bass, and Einstein (1987) examined the  relation be tw een  
transformational leadership fac to rs  and perform ance appraisal. They
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com pared  leader appraisals of subord ina tes ' perform ance to  subord ina tes ' 
ratings of the  leader. W aldman e t  al. reported significant positive 
correlations be tw een  transform ational leadership style and subordinate 
satisfaction with perform ance appraisal. In addition, a positive relation 
b e tw een  transform ational leadership style and leader rating of subordinate 
perform ance w as  reported. These results indicate th a t  transformational 
leadership style may be related to  subordinate  satisfaction and individual 
perform ance ratings.
Another s tudy  (Hater & Bass, 1988) found th a t  transformational 
leadership style added  (beyond transactional leadership style) to  the 
prediction of subordinate  satisfaction with the  leader and to  subordinate 
ratings of leader effectiveness. In addition, m anagers  w ho were rated 
higher on their semiannual perform ance review s w ere also rated as  being 
m ore transform ational than  w ere m anagers  with average ratings on their 
semiannual perform ance reviews. Hater and Bass concluded th a t  
transform ational leadership style differentiates be tw een  top-performing 
m anagers  and ordinary m anagers.
While W aldman e t al. (1987) and Hater and Bass (1988) studied 
transform ational leadership s ty le 's  relation to  individual perform ance,
Avolio, W aldman, and Einstein (1988) examined the  relation be tw een  
transform ational leadership style and perform ance of work groups
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participating in a business  simulation gam e. They found th a t  active 
transactional and transform ational leadership sty les w ere correlated with 
higher group perform ance.
Section Summary
The previous research  reviewed here points to  a connection  be tw een  
transform ational leadership style and perform ance. Specifically, th e se  
s tudies  sh o w  a positive correlation be tw een  transform ational leadership 
style and individual and group perform ance.
Reasons for Continued Research 
Transformational leadership theory is relatively new , and a large body 
of research  testing the  theory  does  not ye t exist. However, there  are a t  
least tw o  reasons  why transform ational leadership theory is w orthy of 
further research . One reason  concerns  the  th eo ry 's  theoretical importance, 
and the  o ther concerns  questions  left unansw ered  by previous research. 
Theoretical Considerations
Two theoretical considerations indicate th a t  transform ational 
leadership theory  merits further research. The first consideration is levels 
of analysis, and the second  is the  th eo ry 's  expanded view of leadership.
Levels of analysis. Transformational leadership theory  sp an s  the  
various levels of analysis; th a t  is, it takes  both a "macro" and a "micro" 
view. Transformational leadership theory w as  developed to explain
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outstanding  group or organizational perform ance. According to  Burns 
(1978) and Bass (1985), transform ational leaders are responsible for 
significant ch an g es  in organizations and even in entire nations. W hen used 
to  describe the  sw eeping  ch an g es  leaders such  as  M ahatm a Gandhi,
Charles de Gaulle, or John  F. Kennedy had on their countries, 
transform ational leadership theory  can definitely be said to have a macro 
view. However the  theory can also be said to have a micro view because  
it also fo cu ses  on leaders ' interactions with individuals.
Both Bass (1985) and Burns (1978) describe the  m eans  through 
which transform ational leadership style w orks a t the  individual or micro 
level. As previously d iscussed , transform ational leadership w orks by 
getting individual subord ina tes  to  focus  on higher-order needs . Much of 
the  transform ational leadership research  conducted  so  far has  studied 
individual level ou tcom es. Since the  bulk of published transformational 
leadership research  ignores m acro level ou tcom es, o ther research  is needed 
which focu ses  on m acro issues  and exam ines organizational level 
ou tcom es.
Expanded view of leadership. The second  theoretical consideration 
th a t  m akes transformational leadership theory w orthy of fu ture  s tudy 
concerns  its expanded  description of leadership. Previous theories have 
tended  to  focus  primarily on only one a sp e c t  of leadership. For example,
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path-goal theory (Evans, 1970; House, 1971) relies heavily on the 
ex p ec tancy  theory  of motivation, and Vroom and Y etton 's  (1973) 
normative model fo cu ses  primarily on decision making. Transformational 
leadership theory  describes  leadership in te rm s of both motivation and 
decision making. According to  Bass (1985), transform ational leaders 
engage  in creative decision making, motivate subordinates , and develop the  
decision making abilities of subordinates .
B ass 's  theory  is an ambitious one. It is directed a t  both individual and 
organizational levels, and it fo cu ses  on tw o  a sp e c ts  of leadership, instead 
of limiting itself a s  o ther theories  have done. For th e se  theoretical reasons, 
transform ational leadership theory  seem s  w orthy of consideration as  a 
topic for research .
Gaps in Previous Research
In addition to  the  theoretical considerations described above, ano ther 
reason for continued research  of transformational leadership theory  
concerns  the  previous transform ational leadership research . Several 
questions  related to  previous research  remain unansw ered . Additional 
research  is needed  to  ad d ress  th ese  concerns.
M echanism . The first unansw ered  question concerns  the  proposed  
m echanism  through which transform ational leadership works. Bass (1985) 
proposed  need-hierarchy as  a m eans  through which transformational
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leaders elicit exceptional perform ance from subordinates . However, need- 
hierarchy theory  has not received much support from empirical s tudies  
(Wahba & Bridwell, 1976). Given the  controversy  surrounding the  theory, 
p erhaps  alternate  explanations of the transformational p rocess  should be 
explored. As s ta ted  earlier, the  p resen t research  will focus  on organization 
s tra tegy  as  a potential alternative m eans through which transformational 
leadership style is related to  organizational perform ance.
M easurem ent of ou tcom e variables. Transformational leadership w as  
developed to  explain in s tances  of outstanding perform ance, and the 
previous research  reviewed earlier points to a link be tw een  transform ational 
leadership style and effective perform ance. However, questions  exist 
concerning the  m easures  of perform ance used in th o se  studies.
W aldman e t  al. (1987) report a positive relation be tw een  
transform ational leadership fac to rs  and perform ance. However, the  results 
of this s tudy  may be s u sp e c t  because  of sam e-source  contam ination. That 
is, both subordinate  satisfaction and transformational leadership style w ere 
m easured  with subordinate  questionnaires. Since the  sam e subord inates  
w ere the  source  of both variables, there may have been an artificial 
correlation be tw een  the  tw o  variables.
Hater and Bass (1988) found th a t  transformational leadership added 
(beyond transactional leadership) to the  prediction of subordinate
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satisfaction with the  leader and to subordinate  rating of leader 
effectiveness. As with the  Waldman e t al. (1987) s tudy, how ever, som e 
of the  results of this s tudy may be influenced by sam e-source  
contam ination. Effectiveness and leadership style were both m easured  by 
subordinate  ratings.
Level of perfo rm ance . Another question left unansw ered  by previous 
research  concerns  level of perform ance. Both W aldman e t  al. (1987) and 
Hater and Bass (1988) found transformational leadership style to  be related 
to  effective individual perform ance. Avolio e t  al. (1988) found 
transformational leadership style to  be correlated with higher group 
perform ance. Although it appears  th a t  previous research  points to  a 
connection be tw een  transformational leadership style and individual and 
group perform ance, the  connection be tw een  transformational leadership 
style and organization perform ance remains unclear.
Level of leaders . The final question left unansw ered  by previous 
research  concerns  the  level of the  leaders used in those  studies. The 
"leaders" in the  W aldman e t  al. (1987) and Hater and Bass (1988) studies 
w ere mid-level m anagers, and the  sub jec ts  in the  Avolio e t  al. (1988) s tudy 
w ere s tu d en ts  participating in a business  simulation gam e. Although these  
s tud ies  point to a connection  be tw een  transformational leadership style and 
perform ance, they did not examine top-level leaders. Not all m anagers  are
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leaders, and perhaps  by focusing on top-level execu tives  w e can more 
clearly isolate leadership.
Section sum m ary . Previous s tud ies  related to transformational 
leadership leave several questions  unansw ered . Q uestions remain 
concerning the  m echanism  through which transform ational leadership style 
works, w hether  transform ational leadership is related to  independent 
m easu res  of perform ance, w hether  transformational leadership is related to 
organization perform ance, and w hether  transformational leadership 
exhibited by top-level leaders is related to perform ance.
Presen t Research 
The p resen t research  will ex tend  the  previous research  and will 
a t tem p t to  avoid the  problems encoun tered  by previous studies.
Specifically, the  p resen t research  will extend previous s tud ies  of 
transform ational leadership by: studying personality a s  a possible 
a n te c e d e n t  of transform ational leadership style, focusing on top-level 
m anagers, using organization effectiveness  as  an ou tcom e m easure , and 
incorporating s tra tegy  as  a potential mediator be tw een  transformational 
leadership style and organization effectiveness. In addition, the  p resen t 
research  will use  m easures  obtained from independent sources .
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Personality
One way in which our understanding of transform ational leadership 
can be expanded is by focusing on an teced en ts  of transformational 
leadership style. As s ta ted  earlier, transformational leadership theory  is 
relatively new . Examining correlates  of transformational leadership should 
provide us with rich information th a t  will help to  clarify the  theory.
Research in this area is important for a t  least tw o  reasons . First, it will 
help clarify and potentially s treng then  the  theory by assess ing  B ass 's  
(1985) propositions and by adding to a "nomological net" th a t  may 
ultimately be used  to  determ ine the  validity of the  transform ational 
leadership construc t.  The second  reason th a t  research  in this area is 
im portant is because  it may ultimately lead to selection criteria for use  in 
organizations or in situations th a t  would benefit from transformational 
leadership. Kuhnert and Russell (1990) recom m ended th a t  personality 
fac to rs  be taken into a cco u n t  w hen selecting leaders, particularly 
transform ational leaders. Day and Silverman (1989) have also pointed out 
the  value of personality in th e  selection process.
Personality has been proposed  as  one factor th a t  influences w hether 
or no t a transformational leadership style develops (Avolio & Bass, 1988; 
Bass, 1981 , 1985). Kuhnert and Lewis (1987) s ta ted  th a t  personality is 
im portant to  the  s tudy  of leadership, becau se  "while behaviors of leaders
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may change  under different c ircum stances , the  underlying personality 
s truc tu res  th a t  produce the  behaviors are quite stable" (p. 650). The 
au thors  further theorized th a t  personality of transform ational leaders is 
different from th a t  of transactional leaders. It seem s appropriate, 
therefore, to  include personality variables as  potential predictors of 
transformational leadership style. In a w ay, the  s tudy  of transformational 
leadership marks a point of returning to  the  early leadership studies. As 
previously d iscussed , the  early leadership s tud ies  focused  on personality as 
a key to  understanding leadership.
Personality will be studied becau se  it is theorized to  be an a n teced en t  
of transform ational leadership style. Including personality variables in the 
analysis of execu tives  is no t a new  concep t. Henry (1949) found relations 
be tw een  successfu l execu tives  and several personality fac to rs  more than 
four d ecad es  ago. However, there  are no t many s tud ies  th a t  relate 
personality to the  executive role. Berman and Miner (1985) s ta ted  th a t  the 
reason for this dearth  of research  concerning executives  and personality is 
not due to  lack of interest, bu t because  top execu tives  are reluctant to 
expose  them selves  to  psychological inquiry. The p resen t s tudy  will 
a t tem p t to  add to this relatively small body of research. Bass (1985) 
theorized th a t  several personality fac tors  contribute to the  developm ent of 
transformational leadership style. The p resen t s tudy  will focus  on self-
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es teem , au tonom y, need  for ach ievem ent, and dom inance becau se  th ese  
are am ong the  personality variables th o u g h t by Bass to be related to 
transform ational leadership style, and b ecau se  research  in o ther a reas  
supports  linkages b e tw een  th e se  variables and leadership.
Bass (1985) hypothesized th a t  transform ational leaders are self- 
confident and have a s trong  s e n se  of self-esteem . Support for the 
im portance of se lf-esteem  in the  m an ag em en t role has been reported (e.g., 
Bedeian & Touliatos, 1978), and Bass included it a s  a potential an teced en t  
to  transform ational leadership style. Kuhnert and Lewis (1987) included 
se lf-esteem  as  an im portant personality characteristic  for transformational 
leaders. In his theory  of charism atic  leadership (a com ponen t of 
transform ational leadership), House (1977) proposed  th a t  such  leaders 
display self-confidence. Likewise, Boal and Bryson (1988) included self- 
confidence as  a precursor to  charism atic leadership.
Autonom y is ano ther  personality characteris tic  th a t  has  been linked to 
the  executive role. Henry (1949) described successfu l execu tives  a s  self­
directed. Bass (1985) theorized th a t  transform ational leaders are self- 
determ ined and "can remain m aste r  of their ow n fate" (p. 171). 
Characteristics such  as  self-determ ination and tendency  to  break aw ay  
from restrictions are em bodied by w h a t  Jack so n  (1989) term ed autonom y. 
By definition, transform ational leaders transform  their arena of influence.
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This implies th a t  the  transform ed  situation will be different than  it w as  
before the  transform ational leader s tepped  in. According to  Bass (1985), 
leaders w hose  values and ideals are no t reflected in the  curren t s ta te  of 
affairs are likely to  transform  the  situation. Kuhnert and Lewis (1987) 
s ta ted  th a t  au tonom y is an im portant characteristic  of transformational 
leaders.
Need for ach ievem ent (nAch) has also been found to be related to 
successfu l leadership. McClelland (1962) reported a close link be tw een  
nAch and entrepreneurship . Other researchers  also reported th a t  effective 
leaders tend  to  have strong nAch (Cummin, 1967; Stahl, 1983). More 
recently, Miner, Smith, and Bracker (1989) found th a t  ta sk  motivation (a 
c o n c e p t  largely synonym ous with nAch) can differentiate en trep reneurs  
from non-en trepreneurs. They also report task  motivation to  be related to 
organization grow th . Bass (1985) postu lated  th a t  transform ational leaders 
have a high nAch. NAch can  be described as  ambition and as  a willingness 
to  work tow ard  d is tan t goals (Jackson, 1989). Bass used th e se  sam e 
w ords  to  describe transform ational leaders.
A nother personality fac to r  related to  leader effectiveness  is dom inance 
(Bedeian & Touliatos, 1978; Cummin, 1967; Stahl, 1983). J ack so n  
(1989) described a dom inant person as  one who is assertive and who 
a t tem p ts  to  control the  environm ent and to influence o thers. In describing
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charism atic leaders, House (1977) su g g es ted  th a t  they  have a strong need 
to  influence others. Boal and  Bryson (1988) proposed  th a t  charismatic 
leaders have a need for dom inance and a desire to influence others.
Kuhnert and Lewis (1987) included dom inance as  an im portant 
characteristic  leading to  the  developm ent of transformational leadership 
style.
Top-level M anagers
Investigations concerning transformational leadership should be 
expanded  to include top-level m anagers. In Sashkin and Fulmer's (1988) 
opinion, the  s tudy  of leadership from an organizational perspective has 
been neglected in favor of examining the  role of leaders a t middle and 
lower levels. The sub jec ts  in the  previous transformational leadership 
research  have been m anagers  a t  levels below CEO.
Day and Lord (1988) have questioned the  appropria teness  of applying 
leadership theories ac ro ss  organization levels. They con tended  th a t  a 
theory  m ust be applied a t  the  appropriate level for expected  effects  to be 
observed . Katz and Kahn (1978) have pointed ou t th a t  the  roles and 
responsibilities of m anagers  are different a t  different levels in an 
organization. Previous transform ational leadership research  has primarily 
exam ined lower level m anag ers ' influence over individual level ou tcom es. 
However, by focusing on top-level m anagem ent, perhaps we can more
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clearly isolate leadership. Therefore, focusing on top-level, rather than  on 
lower level m anag em en t may be more appropriate for the  s tudy  of 
transformational leadership. Indeed, Bass (1985) has called for research  on 
transform ational leadership using high-level executives. More could be 
learned abou t transform ational leadership theory by studying higher level 
m anagers  and their influence over organizational level ou tcom es.
Although Meindl and Ehrlich (1987) suggested  th a t  leadership is a 
co n cep t  based  on rom ance rather than  on actual individual d ifferences and 
therefore does  not influence organizational effectiveness, there  is other 
evidence th a t  top m anagers  are im portant influencers of organizational 
effectiveness. Hambrick and Mason (1984) proposed an "upper echelons" 
perspective of organizations and top m anagem ent in which they  s ta ted  th a t  
organizations are reflections of their top m anagers. Day and Lord (1988) 
dem onstra ted  the  im portance of a CEO for organizational effectiveness. 
According to  th o se  au thors, previous research, which asser ted  executive 
leadership to be inconsequential to organizational effectiveness w as  
methodologically flawed. Upon re-examining the  data , Day and Lord 
concluded th a t  "top-level leaders have a direct and significant e ffect on 
their co m p an y 's  perform ance" (p. 454). Barrick, Day, Lord, and Alexander 
(1991) estim ated  the  utility of a high-performing CEO in a Fortune 5 0 0
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com pany to exceed  $20  million per year. Clearly, CEOs can greatly affect 
organizational effectiveness.
In light of the  num ber of previous s tud ies  calling for leadership 
research  of top-level m anagers, and b ecau se  CEOs have been linked to 
organizational effectiveness, the  p resen t s tudy  will focus  on top-level 
m anagers. In so  doing, the  p resen t s tudy  seeks  to  establish a link be tw een  
organizational ou tcom es  and transform ational leadership a t top  levels.
The p resen t s tudy  will use hospital CEOs or adm inistrators as  its 
subjects . Based on a review of job descriptions for hospital administrators, 
this sam ple pool seem s especially appropriate for the  p resen t study. 
Rowland and Rowland (1984) described the  hospital administrator as  the 
"executive officer directly in charge of the  hospital, responsible only to the 
governing board," and as  "the general supervisor of all the  operations of 
the  hospital" (p. 3). The administrator is also "primarily responsible for the 
efficient and orderly m anagem en t of the  hospital" (p. 3). To accomplish 
such  goals, the  1 9 9 0  Accreditation Manual for Hospitals s ta te s  th a t  the 
CEO should establish departm en ts /se rv ices  and should establish clear lines 
of responsibility and accountability within departm ents/se rv ices . Clearly, 
hospital CEOs are responsible for organizational structure .
Rowland and Rowland (1984) s ta ted  th a t  hospital CEOs also initiate 
proposals regarding the mission of the  hospital, establish an organizational
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climate in which problems are viewed as  challenges, and encourage  a 
willingness to  undertake difficult assignm ents . This description is 
cons is ten t with B ass 's  (1985) description of transform ational leadership, 
especially regarding charism a and intellectual stimulation. The au thors  also 
s ta ted  th a t  adm inistrators organize the  hospita l 's  day-to-day functions 
through departmentalization and delegation. Hospital adm inistrators have 
the  authority to rearrange and transform  their hospitals. Therefore, the 
potential for transform ational behavior in this group appears  to be high. 
Furthermore, the  description s ta te s  th a t  hospital adm inistrators m ust use 
delegation, which is the  primary m eans of imparting individualized 
consideration.
Witt (1987) interviewed hospital board m em bers  over a period of 
years  and proposed  the  following description of successfu l hospital leaders 
(including CEOs): "Leaders take initiative" (p. 6) by recom m ending a clear 
course  of action instead of simply reporting problems. "Leaders visualize a 
place for their organization in the  future" (p. 7), and in so  doing convey 
en thusiasm  and energy th a t  inspire their em ployees. "Leaders help o thers  
learn and grow" (p. 7) by encouraging and rewarding subordinates  who 
take initiative. "Leaders delegate  responsibility w ithout exceeding the 
abilities of the  people around them " (p. 8) and thereby develop 
subord inates  in a w ay th a t  benefits the  subordinate  and the  organization.
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"Leaders articulate a value sys tem  th a t  helps subord inates  carry out the 
corporate  mission" (p. 9) b ecau se  they  know  th a t  people will work tow ard  
worthwhile, honorable goals. "Leaders are attentive to  people who w an t 
help, information, affirmation, or correction" (p. 9). "Leaders g e t  things 
d o n e " (p.9) by setting attainable goals and reaching them . All of the  above 
characteris tics  are remarkably cons is ten t with B ass 's  (1985) 
conceptualization of transform ational leadership.
Therefore, it appears  th a t  hospital CEOs are a potentially valuable 
source  of information in studying leadership. They clearly m ee t the 
requirem ents of top-level m anag em en t as  proposed  by previous literature. 
Furthermore, their job descrip tions sh o w  th a t  their position has a 
trem endous  potential to  allow a transform ational leadership style to 
flourish.
Organizational Effectiveness
Another way in which the  previous research  can be ex tended  is by 
focusing on organizational effectiveness. If transformational leadership is 
beneficial to  organizations, it should be assoc ia ted  with increased 
organizational effectiveness. The previously described s tud ies  of 
transform ational leadership did not directly a s se s s  organizational 
effectiveness. Two stud ies  (Hater & Bass, 1988; W aldman e t  al., 1987) 
used perform ance appraisal results  as  indicators of effectiveness.
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Perform ance appraisals are potentially good indicators of individual 
effectiveness, but do no t lend them selves  to the  m easu rem en t of 
organizational ou tcom es. The o ther s tudy  (Avolio e t  al., 1988) a s se s se d  
group effec tiveness  and no t organizational effectiveness. Focusing on 
organizational e ffectiveness  is important, becau se  "although task  
perform ance is important, neglecting o ther variables such  as  ... 
organizational e ffectiveness  m isses  the  potential transforming contribution" 
of transform ational leaders (Kuhnert & Lewis, 1987, p. 654).
Operationalizing effectiveness  a t  the  organizational level is also 
im portant b ecau se  the  p resen t research  fo cu ses  on top-level m anagers.
Day and Lord (1988) exp ressed  concern  th a t  leadership ou tcom es  should 
be operationalized differently a t  different organization levels. They s ta ted  
th a t  w hen studying top-level m anagers, ou tcom e variables a t  the 
organizational level of analysis are appropriate. Therefore, the  p resen t 
s tudy  will use organizational e ffectiveness  as  an ou tcom e variable.
Operationalizing organizational effectiveness  has been a source  of 
controversy  in organization theory. Cameron (1986) described 
effectiveness  as  a paradox b ecau se  researchers  use  ou tcom es  as  indicators 
of effec tiveness  while organization policy m akers look a t the  effec ts  of 
their actions. In addition, Cameron cautioned against arbitrarily selecting
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convenien t criteria th a t  may no t accurately  reflect organizational 
effectiveness.
Bedeian and Zammuto (1991) d iscussed  six critical questions  to 
consider w hen assess ing  organizational effectiveness. The first question 
concerns  the  domain of activity for evaluation. Organizations do a number 
of things, and a s tudy  can focus  on one or several of these .  The presen t 
s tudy  will focus  on one effectiveness  criterion -  the  num ber of patients  
served by hospitals (This will be a s se s se d  with four m easures). Answering 
the  remaining five critical questions  will dem onstra te  w hy this criterion is 
appropriate.
The second  question p resen ted  by Bedeian and Zamm uto (1991) is, 
"W hose perspective is being considered?" The p resen t s tudy  will focus  on 
the  stakeholder perspective. CEOs are responsible for and rated on their 
ability to bring revenue into the  hospital. Although w e may not think of 
hospitals in this way, M auksch (1972) included this perspective as  "an 
im portant task  guidance system " in medicine (p. 169). The primary way 
th a t  hospitals enhance  revenue is through treating patients.
Bedeian and Z am m uto 's  (1991) third question concerns  the  level of 
analysis appropriate to the  s tudy. As previously d iscussed , the  p resen t 
s tudy  will focus  on the  organizational level of analysis. Therefore, the 
criterion will indicate effectiveness  ac ross  the  entire organization, instead
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of focusing, for example, on one departm en t within each  hospital. The 
fourth critical question is, "W hat information should be used?" As 
recom m ended by S teers  (1975), the  p resen t s tudy  will use multiple 
indicators of the  criterion. The fifth critical question is, "W hat referent 
should be used in interpreting the  information?" Bedeian and Zammuto 
described several referents, including organizational goals, o ther 
organizations, previous perform ance, and an ideal. The p resen t s tudy  will 
com pare organizations to each  other on the  criterion. The final critical 
question concerns  the  time frame used in the  s tudy. The p resen t s tudy 
a s se s se s  the  criterion over one year. This will partially acco u n t for 
potential cycles or seasonal e ffec ts  th a t  may differ ac ro ss  hospitals.
Georgopoulos (1986) s ta ted  th a t  even though institutional 
effectiveness  is probably th e  m ost fundam ental question in the  health care 
field, organization researchers  do not have established m easures  or even 
agreed upon m ethods  for assess ing  effectiveness. The difficulties 
assoc ia ted  with relying on financial m easures  of effectiveness  in hospitals 
were highlighted by Glandon and Counte (1989). Indicators such  as  net 
profit, which have been used  as  m easures  of organizational effectiveness, 
are inappropriate for the  p resen t sample. Not-for-profit hospitals return 
their funds into the  organization and their community. Obtaining a 
cons is ten t and meaningful financial m easure  of effectiveness  across
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hospitals participating in the  p resen t s tudy would be impossible. Given the 
complexity of establishing organizational effectiveness  in general (and for 
hospitals in particular) several indicators are used in the  p resen t s tudy. 
Specifically, the  effectiveness  m easures  are total adm issions, occupancy, 
adjusted occupancy , and effectiveness rating.
Since organizational effectiveness  is a distal criterion in relation to 
perform ance of an individual leader, m ediators of the  relation be tw een  
transformational leadership style and organization effectiveness  becom e 
important. One possible mediator of the  link be tw een  transformational 
leadership style and organizational effectiveness is s tra tegy .
Strategy
A final w ay in which our understanding of transformational leadership 
can be expanded is by attem pting to  explain the  m eans  through which 
transformational leadership style is related to effectiveness. Bass (1985) 
described how  transformational leaders in teract with subord inates  and how 
this may result in individual level ou tcom es. However, a clear 
understanding of how  transformational leadership influences organizational 
level ou tcom es  does  not y e t  exist.
One potential m eans through which leaders can influence 
organizational ou tcom es  is s tra tegy . Organizational s tra tegy  is an 
o rganization 's  orientation tow ard: the  type and ex ten t of services and
products  it offers, the  population it serves , and its relations with other 
organizations in its m arket (Miles, 1982). An organization 's  s tra tegy  can 
influence how  an organization performs in its environm ent (Hambrick, 
1981). Katz and Kahn (1978) s ta ted  th a t  developing organizational 
s tra teg ies  is one of the  primary responsibilities of top-level leaders. Day 
and Lord (1988) con tended  th a t  leadership is crucial to creating ch an g es  in 
s tra tegy  and cited s trategic planning as  a direct m eans  through which 
leaders a ffect organizational effectiveness. Other s tud ies  (e.g., Hambrick, 
1983; Miller & Toulouse, 1986) have reported links be tw een  organizational 
s tra tegy  and organizational effectiveness. Since previous research  has 
proposed  relationships b e tw een  leadership and s tra tegy  and be tw een  
stra tegy  and organizational effectiveness, it seem s  appropriate to s tudy  
s tra tegy  as  a potential link be tw een  transformational leadership and 
organizational effectiveness.
Several typologies of organizational s tra tegy  exist. The tw o  presen ted  
here (Miles, 1982; Miles & Snow , 1978) w ere se lec ted  b ecau se  they  are 
germ ane to the  p resen t s tudy  and are cons is ten t with o ther typologies and 
u ses  (e.g., Boecker, 1989; Eisenhardt & Schoonhoven, 1990; Hambrick & 
MacMillan, 1982; Maidique & Patch, 1982; Shortell & Zajac, 1990;
Thom as & McDaniel, 1990).
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Miles and Snow  (1978) identified general corporate  stra teg ies . The 
tw o  s tra teg ies  m ost relevant for the  p resen t s tudy are defenders  and 
p rospectors .  Defenders engage  in little or no new  product/m arket 
developm ent. They establish a narrow  and s table product/m arket and tend 
to  ignore developm ents  outside this domain. Defenders invest m ost of 
their resources  into improving organizational perform ance by mcreasing 
efficiency of production and distribution. A primary administrative feature  
in defender organizations is centralized control directed tow ard  detecting 
perform ance deviations. This type of control system  is cons is ten t with 
B ass 's  (1985) description of the  m anagem ent-by-exception  com ponen t of 
transactional leadership.
P rospec to rs , on the  o ther hand, a t tem p t to  pioneer new  
product/m arket developm ent (Miles & Snow , 1978). They establish broad, 
continually developing dom ains and monitor a wide range of environmental 
trends  and even ts . P rospectors  invest m ost of their resources  into 
developing new  products. Administration fea tu res  decentralized control to 
allow ch an g es  to  be m ade rapidly. Maintaining a reputation as  an innovator 
is im portant to  the  su c c e ss  of this s tra tegy  and provides a potential link to 
transform ational leadership.
Miller and Toulouse (1986) found th a t  organizational s tra tegy  — 
specifically, a s tra tegy  emphasizing innovation -  w as  positively related to
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organizational effectiveness. Hambrick (1983) com pared  defender 
organizations and prospector organizations and reported th a t  a difference in 
effectiveness  exists  depending on the  s tra tegy  employed. He found th a t  
defenders  performed better  w hen the  dep en d an t criteria w ere return on 
investm ent and cash  flow. However, p rospecto rs  outperform ed defenders  
w hen the  criterion w as  m arket share. Hambrick concluded th a t  
organizational effectiveness  d ifferences due to  s tra tegy  w ere linked to 
environmental conditions. Defenders do well in stable environm ents  or 
industries, while p rospec to rs  perform well in innovative environm ents  or 
industries. J au ch  and Kraft (1986) corroborated Hambrick 's conclusions. 
They cited evidence th a t  environm ent is an im portant factor in the  link 
b e tw een  s tra tegy  and organizational effectiveness. Given the  trem endous 
am oun t of research  and innovations occurring in the  health care  field, 
hospitals have been classified as  inhabiting an innovative environm ent 
(Keef, Jo h n so n , & Wright, 1990). Based on Hambrick 's findings, 
therefore, hospitals employing a prospector or innovative s tra tegy  should 
outperform  th o se  with defender or less innovative strategies .
Miles (1982) p resen ted  a parallel, bu t slightly different taxonom y of 
organizational s tra teg ies  than  the  one proposed  by Miles and Snow  (1978). 
Miles categorized s tra teg ies  a s  domain-defensive, domain-offensive, or 
domain-creative. Domain-defensive organizations a ttem p t to  maintain the
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s ta tu s  quo by protecting their traditional service and product lines from 
perceived external th rea ts .  This s tra tegy  is similar to  the  defender s tra tegy  
described earlier. Domain-offensive organizations a ttem p t to  innovate 
service and product lines to  capitalize on perceived environmental 
opportunities. This s tra tegy  parallels the  prospector s tra tegy . Domain- 
creative organizations develop opportunities by going into vastly different 
areas. For example, a dom ain-creative petro-chemical com pany  may 
purchase  a publishing com pany, thereby  entering a different market.
The domain-creative s tra tegy  does  not seem  particularly appropriate 
for the  sample in the  p resen t study. It seem s  unlikely th a t  a hospital in the 
p resen t sample would, for example, s ta r t  producing and marketing 
autom obiles to  remain so lvent a s  a hospital. However, domain-defensive 
and domain-offensive s tra teg ies  do seem  appropriate for the  presen t 
sample. In fact, th e se  s tra teg ies  w ere recently used in a s tudy  w hose 
sam ple consis ted  of hospital CEOs (Thomas & McDaniel, 1990). Thom as 
and McDaniel found hospital s tra tegy  to  be related to  how  CEOs label 
stra tegic  situations and to the  range of variables CEOs consider in 
interpreting situations.
Miles's (1982) view of organizational s tra teg ies  loosely parallels 
B ass 's  (1985) description of transformational leadership. According to 
Bass, transformational leaders transform  their organizations, while
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transactional leaders maintain the  s ta tu s  quo. Organizations with 
transformational leaders, therefore, should tend  to be domain-offensive; 
while organizations with transactional leaders should tend  to be domain- 
defensive. In fact, Howell and Higgins (1990) found transformational 
leadership style to be "empirically linked to  the  promotion of innovation in 
organizations" (p. 336). If transformational leaders promote innovation, 
then their organizations should have s tra teg ies  which reflect that. 
Therefore, organizations with transformational leaders should have domain- 
offensive stra teg ies . Transactional leaders, on the  o ther hand, a t tem p t to 
maintain the  s ta tu s  quo. Organizations with transactional leaders should 
have dom ain-defensive stra teg ies .
Theory and research  point to a connection be tw een  transformational 
leadership style and innovativeness. Additionally, previous research  has 
established a link be tw een  innovative s tra teg ies  and organizational 
effectiveness. S trategy, then, could be one possible m eans  through which 
transformational leadership relates to  organizational effectiveness. A 
variable is called a mediator "to the  ex ten t th a t  it acco u n ts  for the  relation 
be tw een  [a] predictor and th e  criterion" (Baron & Kenny, 1986, p. 1176). 
Baron and Kenny also s ta te  th a t  while m oderators  specify w hen certain 
e ffec ts  will hold, m ediators add ress  how  or why they  occur. Since 
s tra tegy  is proposed  as  the  m eans  through which leadership affects
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effectiveness, the  p resen t s tudy  will examine organizational s tra tegy  as  a 
m ediator be tw een  transform ational leadership style and organizational 
e ffectiveness.
Section Summary
The p resen t research  will ex tend our understanding of 
transform ational leadership by gathering information on possible correlates 
to  transform ational leadership style, by focusing on top-level executives 
and organizational level ou tcom es, and by examining stra tegy  as  a potential 
link be tw een  transform ational leadership style and organization 
effectiveness. It is the  primary position of this s tudy  th a t  personality 
fac tors  are related to  transform ational leadership style, and th a t  
transform ational leadership style, in turn, is related to  organizational 
e ffectiveness  through organizational s tra tegy . The following hypo theses  
will t e s t  th e se  concep ts ,  bu t are s ta ted  in a w ay to  be cons is ten t with the  
analyses.
H ypotheses
The following h y p o th eses  are based  on the  previously cited theory 
and research  and will be te s te d  in the  p resen t research:
H ypothesis 1: Transformational leadership fac tors  will add to the 
prediction of CEOs' self-esteem  beyond th a t  of transactional factors.
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Hypothesis 2: Transformational leadership fac to rs  will add to  the 
prediction of CEOs' au tonom y beyond th a t  of transactional factors.
Hypothesis  3: Transformational leadership fac tors  will add to the 
prediction of CEOs' nAch beyond th a t  of transactional factors.
Hypothesis 4: Transformational leadership fac tors  will add to  the  
prediction of CEOs' dom inance beyond th a t  of transactional factors.
Hypothesis 5: Transformational leadership fac tors  in CEOs will add to 
the  prediction of organizational e ffectiveness  beyond th a t  of transactional 
factors.
Hypothesis 6: Organizational s tra tegy  will m ediate the  relation 
be tw een  transform ational leadership style and organizational effectiveness.
H ypotheses  1 through 6 are integrated in the  conceptual model 
p resen ted  in Figure 1.
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M ethod
Sample
The sam ple consis ted  of 30  hospital adm inistrators or CEOs in a 
sou thern  s ta te  along with the  m anagem en t team  of each  hospital. Each 
m anagem en t team  consis ted  of the  vice presidents, or equivalents, who 
report directly to  the  CEO. Thirteen of the  hospitals in the  s tudy  did not 
have a formal m anag em en t team , and the  departm en t h eads  reported 
directly to  the  CEO. In th e se  hospitals, departm en t h eads  w ere  used  in lieu 
of vice presidents. The average  CEO had been in his/her position a t  his/her 
hospital for nine years  (mean = 9 .0 5 ,  s tandard  deviation = 7 .34), and the  
average  m anag em en t team  m em ber had also been a t  his/her hospital for 
nine years  (mean = 8 .9 9 ,  s tandard  deviation = 8 .00). The sh o rte s t  
administrator tenure  w as  one year, and the  m ost senior adm inistrator had 
31 years  of tenure. The average  hospital size w as  163 licensed beds  
(mean = 1 6 2 .5 2 ,  s tandard  deviation = 169 .93). The smallest hospital 
had 30  beds, and the  largest participating hospital had 7 5 7  beds.
It appears  from th e se  descriptive s ta tis tics  th a t  participating hospitals 
rep resen t a broad range of hospitals in the  s ta te .  Data w ere collected from 
large and small hospitals, and from relatively inexperienced adm inistrators 
a s  well a s  from highly experienced administrators.
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Procedure
A sample of 37 hospitals w as  con tac ted  to  participate in the  s tudy  by 
the  researcher and by vice presidents  of the  s ta te  hospital association, by 
te lephone and by mail. Of th ese ,  32  hospitals agreed to  participate in the 
s tudy. Complete and usable s e ts  of data  w ere received from 3 0  of those  
hospitals.
The CEO of each  participating hospital com pleted the  m easu res  of 
self-esteem , autonom y, achievem ent, dom inance, and organizational 
s tra tegy . The top m anagem en t team  or departm en t heads  (consisting of 
be tw een  tw o  and 2 4  individuals) of each  participating hospital rated their 
CEO on the  Multifactor Leadership Questionnaire (MLQ). The responses  
from each  individual were returned by mail directly to the  researcher to 
ensure  confidentiality.
Of the  32  CEO questionnaires distributed, 3 0  w ere returned for a 
response  rate of 94% . Of th e  3 7 2  subordinate questionnaires distributed, 
2 1 4  w ere returned and usable, for a return rate of 58% .
M easures
Self-Esteem
R osenberg 's  (1965) Self-esteem  Scale w as  used to  m easure  self­
es teem  (see Appendix A). The scale consis ts  of 10 items, each  of which is 
rated on a 4-point Likert scale. Much research  has been directed tow ard
this scale, and it has  been show n to  be reliable (Zeller & Carmines, 1980). 
The scale has been used in a variety of settings, and has reliability 
es tim ates  ranging from: .75  (Weiss, 1978) to .87  (Walsh & Walsh, 1989). 
R osenberg 's  scale has  been show n to have good convergen t validity with 
o ther self-esteem  scales  based  on correlations ranging from .56  to .83 
(Robinson & Shaver, 1973). Finally, this scale is recom m ended w hen a 
short and general index of self-esteem  is required (Robinson & Shaver, 
1969). Therefore, this scale  seem s appropriate for this s tudy. The 
coefficient alpha reliability calculated on this sample w as  .96.
Other Personality Variables
The remaining personality variables for this s tudy  were m easured with 
se lected  sca les  from the  Jack so n  (1989) Personality Research Form (PRF). 
The PRF is designed to  yield a se t  of sco res  for personality traits relevant to 
the  normal functioning of individuals in a wide variety of situations 
(Jackson). The PRF Form E w as  used in this s tudy.
This instrum ent w as  chosen  for several reasons. First, the PRF 
primarily focu ses  on areas  of normal functioning, rather than  on 
psychopathology. Second, the  way in which the  instrum ent w as 
developed is sound and logical. The PRF scales  are closely linked to 
personality theory, and the  item s were developed in accordance  with 
principles of te s t  theory. Third, normative data on the  PRF are available.
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Finally, descriptions of and defining trait adjectives for the  scales  used in 
this s tudy  mirror B ass 's  (1985) conceptualization of personality traits 
im portant to  transform ational leadership style.
The PRF sca les  used in this s tudy  were: Autonom y (see Appendix 
B), ach ievem ent (see Appendix C), and dom inance (see Appendix D). 
Chronbach alpha reliability coefficients for au tonom y, achievem ent, and 
dom inance have been reported as  .66, .57, and .67, respectively (Jackson, 
1989). J ack so n  also provides validity coefficients based  on correlations 
with behavior ratings. These  are .55, .53 , and .69, respectively. The 
coefficient alpha reliabilities calculated on this sam ple for each  subscale  
were: Autonomy, .74; achievem ent, .81; dom inance, .77.
Leadership Style
The MLQ - Form 8Y (Bass & Avolio, 1989) w as  used  to  a s se s s  the 
degree to  which CEOs w ere transformational or transactional. As s ta ted  
earlier, this questionnaire w as  com pleted by the  individuals reporting 
directly to  the  CEO of each  hospital.
The questionnaire cons is ts  of 28 items and m easu res  seven 
characteris tics  of leadership style. The seven subsca les  are: charisma, 
inspirational leadership, intellectual stimulation, individualized consideration, 
con tingent reward, active m anagem ent-by-exception , and passive 
m anagem ent-by-exception . These subsca les  were the result of refinem ents
to  the  original MLQ based  on research  by Bass and his a sso c ia te s  a t  the  
Center for Leadership S tudies and a t  the  School of M anagem ent a t  the 
S ta te  University of New York a t Binghamton. The coefficient alpha 
reliabilities calculated on this  sample for each  subscale  were: charisma,
.89; inspirational leadership, .91; intellectual stimulation, .87; individualized 
consideration, .92; con tingen t reward, .90; active m anagem ent-by- 
exception, .74; and passive m anagem ent-by-exception , .86.
The first four su b sca les  relate to  transformational leadership style. 
Because th e se  subsca les  tend  to be highly correlated, they  w ere combined 
in the  p resen t s tudy  to yield one transformational leadership style score.
By combining the  subsca les ,  multicolinearity is controlled. A similar 
procedure w as  employed by Howell and Higgins (1990). In the  p resen t 
s tudy, the  subsca les  w ere com bined in tw o  w ays. First, the  subsca les  
were sum m ed to  produce a transformational leadership style score.
Second, each  subscale  w as  correlated to  the  sum m ed score, and the  
correlation coefficient for each  subscale  w as  used as  a w eight in combining 
the  subsca les  for the  o ther overall transformational leadership style score. 
Specifically, the  correlations be tw een  the  transformational leadership style 
subsca les  and the  sum m ed transform ational leadership style score  w ere as 
follows: charism a, .92; inspiration, .91; intellectual stimulation, .88; and
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individual consideration, .91 . Therefore, the  w eighted transformational 
leadership style score  w as  determ ined by the  following formula:
(.94  X the  charism a score) + (.91 X the  inspiration score) + (.88 X 
the  intellectual stimulation score) + (.89 X the  individual 
consideration score).
The remaining subsca les  (contingent reward, active m anagem ent-by- 
exception, and passive m anagem ent-by-exception) relate to  transactional 
leadership style. These  th ree  subsca les  w ere no t a s  highly correlated as  
w ere the  transform ational leadership style subsca les . Additionally, one of 
the  transactional leadership style subsca les , passive m anagem ent-by- 
exception, w as  negatively related to  the  other tw o  subsca les . For th ese  
reasons, the  transactional leadership style subsca les  w ere not combined. 
W henever transactional leadership style w as  used in the  analyses, the  three 
su b sca les  w ere en tered  simultaneously.
Organizational S trategy
Two organizational s tra tegy  m easu res  w ere used  in the  p resen t s tudy. 
Both m easu res  w ere com pleted by the  CEO of each  hospital.
Thom as and McDaniel (1990) p resen t a scale for measuring 
organizational s tra tegy  (see Appendix E). The scale w as  designed 
specifically for use in hospitals and consis ts  of seven  items. The scale is 
coded so  th a t  high sco res  indicate a domain-offensive s tra tegy , low sco res
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a dom ain-defensive s tra tegy . Thom as and McDaniel reported th a t  the  scale 
correlated well (r = .64) with an archival m easure  of service innovation.
The coefficient alpha reliability calculated on this sample w as  .86.
In addition to  the  Thom as and McDaniel (1990) scale, the  s trategic 
orientation scale  p resen ted  in Shorten and Zajac (1990) w as  also used (see 
Appendix F). This scale requires hospital CEOs to  read descriptions of 
th ree  hypothetical hospitals and to  place their hospital on a continuum  
com prised of the  th ree  hypothetical hospitals. Possible sco res  range from 
1 through 7, with sco res  of 1 or 2 indicating a defender (domain defensive) 
s tra tegy , sco res  of 3 to  5 indicating an analyzer s tra tegy , and sco res  of 6 
or 7 indicating a p rospecto r  (domain offensive) s tra tegy .
Organizational Effectiveness
Four m easu res  of organizational e ffectiveness  w ere used. They were: 
total adm issions, occupancy , ad justed  occupancy , and effectiveness  
ratings. The first th ree  of th e se  m easu res  w ere obtained from archival data 
compiled by the  s ta te  hospital association.
Total adm iss ions . One m easure  of hospital effec tiveness  w as  total 
adm issions. This is the  total num ber of people who w ere adm itted to  the 
hospital over the  time period se lec ted  for s tudy (one year). To com pensa te  
for the  difference in size ac ro ss  hospitals, total adm issions w as  divided by 
the  num ber of licensed b ed s  in each  hospital.
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O ccu p an cy . O ccupancy  w as  the  second  m easure  of organizational 
effectiveness. O ccupancy is calculated by dividing the num ber of patient 
days  by the  product of the  num ber of licensed beds  in the  hospital and the 
num ber of days  in the  period. This figure w as  then  multiplied by 100. 
Patient days  are the  num ber of days  each  patien t s tayed  in the  hospital. It 
w as  calculated by counting the  num ber of patien ts  in the  hospital a t  
midnight each night of the  time period.
Adjusted o c c u p an cy . The third m easure  of hospital effectiveness w as 
adjusted occupancy . Adjusted occupancy  takes  into acco u n t  the  number 
of patien ts  trea ted  on both an inpatient and an ou tpatien t basis. Many 
hospitals trea t  a large percen tage  of their patien ts  on an ou tpatien t basis. 
Therefore, it may be inaccurate  to com pare hospitals only on the 
percen tage  of people adm itted as  inpatients. The num ber of ou tpatien ts  
includes all people classified as  being trea ted  in the  em ergency room, on a 
true ou tpatien t basis, or for ambulatory surgery. Adjusted occupancy  
figures were calculated by combining the  occupancy  figures and the 
num ber of ou tpatien ts . W hen combining ou tpatien t figures with inpatient 
figures, the  American Hospital Association recom m ends th a t  five 
ou tpatien ts  is equal to one inpatient. Adjusted occupancy  w as  calculated 
by adding occupancy  to the  quotien t of num ber of ou tpa tien ts  divided by 
five (J. M. Dixon, personal com m unication, Ju n e  15, 1990).
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These three indicators of hospital effectiveness  were chosen  in 
consultation with tw o  vice p residen ts  of the  s ta te  hospital association. 
These indicators are used to  establish trends  in hospital utilization by the 
s ta te  hospital association, the  American Hospital Association, and by 
journals published by the  American Hospital Association. In addition, the 
1990  Accreditation Manual for Hospitals s ta ted  th a t  utilization reviews 
should include data  on adm issions and continued s tays . It seem s  safe  to 
conclude, therefore, th a t  the  th ree  m easures  of effectiveness used in this 
s tudy are commonly accep ted  by healthcare professionals.
Effectiveness ra tings . In addition to the  three  objective m easures  of 
organizational effectiveness, each  hospital w as  rated on overall 
effec tiveness by tw o  vice p residen ts  of the  s ta te  hospital association. The 
vice presidents  were familiar with each  of the  hospitals participating in the 
s tudy. Each hospital w as  rated on overall effectiveness, using a m easure 
developed by the  researcher. This m easure has three  items, each  having a 
seven-point scale, and is designed to  obtain overall ratings of hospital 
effectiveness of recruiting patien ts  and maintaining high occupancy  levels 
(see Appendix G). The coefficient alpha reliability calculated on this sample 
w as  .91, and the raters correlated highly with each  other (r = .78).
Sum m ary . The p resen t s tudy used four m easures  of organizational 
effectiveness. The three objective effectiveness m easures  used in this
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s tudy  w ere based  on figures collected from the  s ta te  hospital association. 
The ratings of overall hospital effectiveness  w ere com pleted by tw o  s ta te  
hospital association vice p residents  w ho w ere familiar with all of the 
hospitals in the  study.
Analysis
The data  w ere agg regated  within each  hospital, resulting in a sample 
size of 30  for the  following analyses. Data pertaining to  H ypotheses 1 
through 5 w ere analyzed with hierarchical regression analyses. Since 
transactional leadership style is theorized to acco u n t  for normal 
perform ance, the  three  transactional leadership fac to rs  (contingent reward, 
active m anagem ent-by-exception , and passive m anagem ent-by-exception) 
derived from the  MLQ w ere en tered  into the  equation first. Then the 
transform ational leadership score  w as  added  to  determ ine if it accoun ted  
for significant variance beyond basic leadership. Hater and Bass (1988) 
used a similar methodology to a s se s s  the  e ffec ts  of transformational 
leadership. One hierarchical regression w as  required for each  of the  first 
five hypo theses.
Hypothesis 6 w as  te s ted  with a series of regressions as  outlined by 
Baron and Kenny (1986). Baron and Kenny prescribed the  following 
m ethodology to te s t  for mediation. First, the  mediator is regressed  on the 
independent variable; second , the  dep en d en t variable is regressed  on the
55
independent variable; and third, the  d ependen t variable is regressed  on both 
the  independent variable and the  mediator. Mediation is established if the 
independent variable is related to  the  mediator in the  first regression; the 
independent variable is related to  the  dep en d en t variable in the  second  
regression; and the  m ediator is related to  the  dep en d en t variable in the 
third regression.
To satisfy th ese  specifications in the  p resen t s tudy, organizational 
s tra tegy  w as  regressed  on transform ational leadership style; organizational 
effectiveness  w as  reg ressed  on transformational leadership style; and 
organizational effectiveness w as  regressed  on both transformational 
leadership style and organizational s tra tegy . This procedure te s ts  w hether 
s tra tegy  significantly m ediates  the  relationship be tw een  transformational 
leadership style and organizational effectiveness. Perfect mediation would 
be indicated if transform ational leadership style w ere not related to 
organizational e ffectiveness  w hen s tra tegy  is controlled, and if 
transform ational leadership style w ere significantly related to  organizational 
s tra tegy , and if transform ational leadership style w ere significantly related 
to  organizational effectiveness.
Results
Results will be p resen ted  in three sections: Descriptive Statistics, 
T ests  of H ypotheses, and Supplem ental Findings. The Descriptive 
S tatistics  section conta ins  general information abou t the  data  collected.
The T ests  of H ypotheses section  p resen ts  the  results  genera ted  in response 
to this s tu d y 's  hypo theses . Finally, the  Supplemental Findings section 
p resen ts  results th a t  go beyond the  original hypo theses .  Data p resen ted  in 
th a t  section are exploratory in nature, and are intended to offer direction 
for future research.
Descriptive S tatistics
This section p resen ts  s ta tis tics  which describe the  characteris tics  of 
the  key variables of the  p resen t s tudy. The m eans  and s tandard  deviations 
for each  of the  variables are p resen ted  in Table 1. Table 2 p resen ts  the 
results  of t  t e s ts  comparing the  p resen t sample to  normative data . Table 2 
indicates th a t  the  p resen t sam ple w as  significantly different from normative 
sam ples on every m easure  for which com parison da ta  w ere available, 
ex cep t for CEO au tonom y and charism a. The implications of th e se  findings 
will be d iscussed  later.
An intercorrelation matrix of the  variables is p resen ted  in Table 3.
Table 3 indicates th a t  the  four transform ational leadership fac tors  w ere all 
significantly and positively intercorrelated. The correlations ranged from
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Table 1
M eans. S tandard  Deviations, and Ranges of All Variables
N
Possible
Range Mean
Standard
Deviation
Personality
Self-Esteem 30 10-40 34.63 3.54
Autonomy 30 1-16 10.30 1.38
Achievement 30 1-16 13.55 1.63
Dominance 30 1-16 14.48 1.22
MLQ
Charisma 211 0-4 2 .59 1.04
Inspiration 214 0-4 2.95 0.95
Intel. Stim. 214 0-4 2.71 0 .88
Ind. Consid. 214 0-4 3 .03 0 .94
Cont. Reward 210 0-4 1.32 1.12
Active M-B-E 211 0-4 2 .16 0 .86
Passive M-B-E 213 0-4 1.56 1.04
TFLB (Summed) 211 0-16 11.28 3 .47
TFL (Weighted) 211 0-16 10.23 3.16
Organizational Strategy
Thomas & McDaniel 30 7-49 35.95 4.83
Shortell & Zajac 30 1-7 4.51 1.19
Org. Effectiveness
Admissions 214 1.46-6.44b 3 .28 1.25
Occupancy 214 1 7 .2 -57 .8b 39.73 13.28
Adjusted Occupancy 214 0 .3 6 -1 .13b 0.70 0.22
Rating 214 21 -38b 30 .58 5.10
a TFL = Transformational Leadership Style
b Ranges for Organizational Performance are actual rather than possible.
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Table 2
T-Test Com parisons with Normative Data
Sample Norm Norm Norm Standard
Mean Mean Group N Deviation t
Personality
Self-Esteem 34 .63 32.33 A 41 3.61 2.64*
Autonomy 10.30 9.54 B 1350 3.59 1.16
Achievement 13.55 10.89 B 1350 3.12 4.65*
Dominance 14.48 10.19 B 1350 4.31 5.44*
MLQ
Charisma 2.59 2 .46 C 1006 1.04 1.89
Inspiration 2.95 2.17 C 1006 0.95 12.62*
Intel. Stim. 2.71 2.35 C 1006 0.88 10.42*
Ind. Consid. 3 .03 2.43 C 1006 0.94 4.95*
Cont. Reward 1.32 1.75 C 1006 1.12 -7.05*
Active M-B-E 2.16 2.63 D 141 0.45 -2.79*
Passive M-B-E 1.56 1.99 D 141 0.32 -2.09*
TFL (Summed) 11.28 N/A
TFL (Weighted) 10.23 N/A
TAL (Summed) 5 .04 N/A
TAL (Weighted) 2.71 N/A
ganizational Strategy
Thomas & McDaniel 35 .95 N/A
Shortell & Zajac 4.51 1.88 E 574 0 .93 14.84*
*p< .05
A = Male college students; Source: Weiss & Knight, 1980
B = Male college students; Source: Jackson, 1989
C = Business and industry employees; Source: Bass & Avolio, 1990
D = Express delivery company employees; Source: Hater & Bass, 1988
E -  Hospital CEOs,; Source: Shortell & Zajac, 1990
2 3 4 6 8 7 8 9 1 0 11 12 13 14 1b 10 i ; 18 19
Tenure 111
Self Esteem (2 1 -.13
nAch I3i -.2 0 .0 6
Autonomy (4 1 .03 .2 0 2 0
Dominance (6) - .4 0 * - .0 8 .3 6 .0 4
Charisma |6 | -.24 .11 .0 2 .0 6 -.11
Inspiration (7) -.29 -.02 .21 -.04 -.07 8 6 '
Intailaotuei Stimulation (81 .0 7 -.02 .1 8 -.0 6 -.1 0 .7 2 ' .71*
Individual Consideration (8) .01 .0 3 .0 8 .0 0 .0 2 .71 • .69* 8 2 '
Contingent Reward 110) .18 -.1 0 -.09 -.27 - 32 .33 .14 3 6 .21
Active M fi-E  111) -.1 8 -.14 -.14 12 0 3 4 2* 33 29 .2 0 68*
Passive M S  E (12) .2 4 .03 -.12 .03 .13 .71 • 7 1 ' - 68* - 0 2 ' .2 8 - .4 1 '
TFL: Sum m ed (13) .1 6 .02 .11 -.02 • 0 9 9 4 ' 9 1 ' .98* .89* .29 .3 6 7 / '
TFL: W eighted (14) -.16 .0 2 .11 -.02 - 0 9 9 4 ' 91 ' 8 8 ' 89 * 29 3 6 - 7 7 ' 1 0*
Strategy 1 (161 - .3 0 -.12 - 0 7 -.40* - 01 - 10 - 16 0 6 19 21 13 14 • 12 12
Strategy 2 (16) .09 .1 7 -.06 - .0 0 -.17 -.01 - 0 0 ■08 27 .09 01 0 0 10 10 b9  1
Admissions (1 7) .03 .41 * .0 7 12 -.23 0 4 0 9 02 -.00 -.1 0 17 • 0 2 0 4 04 02 20
Occupancy (18) -.14 .4 8 ' .0 2 -.1 0 -.13 .3 0 2 0 .2 8 0 6 0 6 0 7 - 18 26 2b 26 46* 6  7 '
Adjusted O ccupancy (19) -.07 .3 6 ' .07 -.0 6 - .1 9 .12 .11 .18 .0 0 .0 8 .1 0 0 0 .11 11 2b 4b* 73* 0 9  •
Effectiveness Rating (20) -.07 .3 9 ' .0 0 .0 6 -.23 .0 4 0 0 - 0 3 -.26 -.18 -.31 0 8 -.06 -.06 14 4 J 1 67* 01 • 4 9 '
* Significant at p <  .06
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.69  (betw een inspiration and individualized consideration) to .85  (betw een 
charisma and inspiration). These  correlations indicate th a t  CEOs th a t  were 
rated highly on one transform ational leadership style factor tended  to be 
rated highly on the  others, and  CEOs th a t  were rated low on one factor 
tended  to  be rated low on th e  others.
Also, som e of the  th ree  transactional leadership fac tors  were 
significantly related to  one another. Contingent reward w as  positively 
related to  active m anagem ent-by-exception . Active m anagem ent-by- 
exception w as  negatively related to passive m anagem ent-by-exception. 
Contingent reward and passive m anagem ent-by-exception  w ere not 
significantly related.
In addition, Table 3 reveals th a t  not all of the  subsca les  of the  MLQ 
w ere significantly interrelated. Contingent reward w as  no t related to  any 
transform ational leadership subscale , and active m anagem ent-by-exception 
w as  only related to one, charism a. These  results are in conflict with B ass 's  
(1985) s ta te m e n t  th a t  the  leadership fac to rs  should be intercorrelated. The 
p resen t results are also con trad ic t th o se  of previous research. For 
example, correlations reported by Bass and Avolio (1990) show  charisma, 
inspirational leadership, intellectual stimulation, individual consideration, 
and con tingen t rew ard to  be significantly intercorrelated. Bass and Avolio
61
did not differentiate b e tw een  active and passive m anagem ent-by-exception; 
therefore, com parisons be tw een  th o se  subsca les  are impossible.
The intercorrelation matrix p resen ted  in Table 3 also indicates th a t  
the  tw o  s tra tegy  m easures  w ere significantly intercorrelated. This indicates 
th a t  hospitals with a domain-offensive s tra tegy  also tended  to  p o sse s s  a 
prospector s tra tegy , while hospitals with a domain-defensive s tra tegy  
tended  to  p o sse s s  more of a defender stra tegy.
As show n in Table 3, the  organization effectiveness  m easures  were all 
significantly and positively intercorrelated. The correlations ranged from 
.49  (betw een adjusted occupancy  and effectiveness  rating) to .89 
(betw een occupancy  and adjusted  occupancy). This indicates th a t  
hospitals th a t  scored  high on one m easure  of effectiveness  tended  to  score 
high on the  other m easures , and hospitals th a t  scored  low on one 
effectiveness m easure  tended  to score  low on the  other effectiveness 
m easures . In addition, the  s treng th  of the  correlations indicates th a t  the 
subjective m easure (effectiveness rating) correlated well with the  objective 
m easu res  (admissions, occupancy , and adjusted occupancy).
To further investigate the  characteris tics  of the  MLQ, a principal 
com ponen ts  factor analysis w as  run with promax (oblique) rotation for the 
items of the  instrument. An oblique rotation is the  recom m ended rotation 
m ethod w hen the  factors  are theoretically linked (Suen, 1990) as  the
62
fac to rs  of the  MLQ are. The choice be tw een  the  com m on factor model 
and the  com ponen ts  model con tinues  to be a source  of controversy  in the 
behavioral sc iences  (Ford, MacCallum, & Tait, 1986). However, Arrindell 
and van der Ende (1985) and Velicer, Peacock, and Jack so n  (1982) found 
little difference be tw een  the  results of the  tw o  models. Principal 
com p o n en ts  factor analysis w as  chosen  in the  p resen t s tudy  becau se  it 
w as  the  model used by Bass (1985) in the  initial identification of the 
transform ational leadership style factors.
The sample size for the  factor analysis w as  210 . Appropriate sample 
size is one of the  long-standing questions  in factor analysis (MacCallum & 
Tucker, 1991). Gorsuch (1983) s ta te s  th a t  the  recom m ended  sam ple size 
for factor analysis is a minimum of five sub jec ts  per variable and a t least 
100  sub jec ts  per analysis. Guilford (1954) recom m ends a minimum sample 
size of 200 . Nunnally (1978) recom m ends a minimum of 10 sub jec ts  per 
variable. The p resen t sam ple size w as  more than  adequa te , with 7 .5  
sub jec ts  per variable and a total of 2 1 0  subjec ts , to  m eet the  
recom m endations  of Gorsuch and of Guilford; how ever, the  p resen t sample 
size w as  less than  th a t  recom m ended  by Nunnally.
Three recom m ended  m ethods  (Ford e t  al., 1986) for extracting factors  
w ere employed: Scree te s t ,  eigenvalues above 1.0, and percen t variance 
accoun ted  for by each  factor. Four fac tors  em erged, although the  version
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of the  MLQ used  in the  p resen t s tudy  is designed to tap  seven  construc ts .  
To clarify this d iscrepancy, tw o  separa te  factor analyses were run: one for 
the  transform ational items, and one for the  transactional items. The factor 
analysis for the  transactional items resulted in the  em ergence  of three 
factors . These  three fac tors  correspond to  the  three transactional 
leadership style com ponen ts  th a t  the  MLQ is designed to m easure. The 
factor analysis for the  transformational items yielded only one factor, even 
though the  MLQ is designed to  m easure four transformational leadership 
style com ponen ts .
T es ts  of H ypotheses 
This section p resen ts  results relating to  the  hy p o th eses  se t  forth in 
the  introduction of this paper. In general, th e se  h ypo theses  were not 
supported  by the  results. However, each  hypothesis  te s t  will be p resen ted  
individually.
Results relating to hyp o th eses  1 through 5 are p resen ted  in Tables 4  
through 11. Each table has tw o  sections. The top portion (Equation 1) 
p resen ts  the  source  table for the  regression be tw een  the  transactional 
leadership style fac to rs  and the dependen t variable. The bottom  portion 
(Equation 2) p resen ts  the  results  of a regression be tw een  the  transactional 
and transform ational leadership sty les model and the  dep en d en t variable.
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H ypothesis 1 predicted th a t  transformational leadership style factors  
would add to the  prediction of CEOs' self-esteem  beyond th a t  of 
transactional leadership style factors. The results, p resen ted  in Table 4, 
indicate th a t  the  transactional leadership style fac tors  w ere no t significantly 
related to CEO's self-esteem . Furthermore, transformational leadership 
style did no t significantly add  to  the  relation.
Hypothesis 2 predicted th a t  transformational leadership style would 
add to  the  prediction of CEOs' au tonom y beyond th a t  of transactional 
leadership style factors. As Table 5 indicates, the  transactional leadership 
style fac to rs  were no t significantly related to  CEO's autonom y.
Furthermore, transformational leadership style did not significantly add to 
the  relation.
Hypothesis 3 predicted th a t  transformational leadership style factors  
would add to  the  prediction of CEOs' need for ach ievem ent beyond th a t  of 
transactional leadership style factors. As show n in Table 6, transactional 
leadership style w as  no t significantly related to CEO's nAch. Furthermore, 
transform ational leadership style did not significantly add to  the relation.
H ypothesis 4  predicted th a t  transformational leadership style would 
add to  the  prediction of CEOs' dom inance beyond th a t  of transactional 
leadership style factors. The results presented  in Table 7 indicate th a t  one 
of the  three transactional leadership style fac tors  (contingent reward) w as
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Table 4
Transactional and Transformational Leadership Styles and Self-Esteem Source
Tables
Source df SS £ fi R£ &
Model 3 7 .917 0.18 n.s. 0.021
Cont. Reward 1 0.175 n.s. -0 .027
Active MBE 1 4.333 n.s. -0 .138
Passive MBE 1 0.524 n.s. -0.041
Error 26 378 .083
Total 29 386 .000
Equation 2
Model 4 10.654 0 .18 n.s. 0 .028
Cont. Reward 1 0 .510 n.s. -0 .047
Active MB E 1 4.159 n.s. -0.135
Passive MBE 1 0.465 n.s. 0 .055
TFL 1 2 .733 n.s. 0 .133
Error 25 375 .346
Total 29 386 .000
66
Table 5
Transactional and Transformational Leadership Styles and Autonomy Source
Tables
Source df SS F p Rf H
Equation 1
Model 3 5.465 0.75 n.s. 0 .079
Cont. Reward 1 4.501 n.s. -0.323
Active MB E 1 0 .012 n.s. -0 .054
Passive MBE 1 0.186 n.s. -0 .057
Error 26 63 .502
Total 29 68 .967
.............. Equation 2 ................
Model 4 5 .757 0.57 n.s. 0 .083
Cont. Reward 1 4 .774 n.s. -0.339
Active MBE 1 0.129 n.s. 0 .057
Passive MBE 1 0.008 n.s. 0 .017
TFL 1 0.688 n.s. 0 .103
Error 25 63 .210
Total 29 68 .967
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Table 6
Transactional and Transformational Leadership Styles and nAch Source Tables
Source df SS F £  Rf £
Equation 1
Model 3 4 .080 0.53 n.s. 0 .058
Cont. Reward 1 0 .064 n.s. -0 .038
Active MBE 1 1.780 n.s. -0.207
Passive MBE 1 2.666 n.s. -0.215
Error 26 66.587
Total 29 70.667
.............. Equation 2................
Model 4 4 .275 0 .40 n.s. 0.061
Cont. Reward 1 0.112 n.s. -0.051
Active MB E 1 1.747 n.s. -0.205
Passive MBE 1 0.672 n.s. -0.155
TFL 1 0.317 n.s. 0 .083
Error 25 66 .392
Total 29 70.667
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Table 7
Transactional and Transformational Leadership Styles and Dominance Source
Tables
Source df SS F e Rf i
.............. Equation 1............ —
Model 3 10.206 2.05 n.s. 0 .190
Cont. Reward 1 8 .914 < .0 5 -0.517
Active MB E 1 4 .620 n.s. 0 .383
Passive MBE 1 0.511 n.s. 0 .108
Error 26 43 .1 6 0
Total 29 53 .366
.............. Equation 2 ................
Model 4 10.626 1.55 n.s. 0 .200
Cont. Reward 1 7 .328 < .0 5 -0.538
Active MBE 1 2.691 n.s. 0 .386
Passive MBE 1 0.927 n.s. 0 .210
TFL 1 0.427 n.s. 0 .140
Error 25 42 .740
Total 29 53 .366
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significantly related to CEO's dom inance. However, transformational 
leadership style did no t significantly add to the  relation.
H ypothesis 5 predicted th a t  transform ational leadership style would 
add to  the  prediction of organizational effectiveness  beyond th a t  of 
transactional leadership style factors . Because there  are four m easu res  of 
organizational effectiveness, results  related to  each  effectiveness  m easure 
are p resen ted  in a sep ara te  table. As Tables 8 through 11 indicate, the 
th ree  transactional leadership style fac to rs  were no t significantly related to 
any m easure  of organizational effectiveness. Furthermore, transformational 
leadership style did no t significantly add to  the  relation be tw een  the 
transactional leadership style fac tors  and any m easure  of organizational 
effectiveness.
Hypothesis 6 predicted th a t  organizational s tra tegy  would m ediate the 
relation be tw een  transform ational leadership and organizational 
effectiveness. Because multiple m easures  of organizational effectiveness  
and organizational tra tegy  w ere used in the  p resen t study, 14 regressions 
w ere run instead of the  th ree  prescribed by Baron and Kenny (1986). 
However, th e se  equations w ere  com bined in the  pattern  recom m ended  by 
Baron and Kenny. That is, organizational s tra tegy  w as  regressed  on 
transform ational leadership style (separately for both of the  s tra tegy  
m easures); organizational e ffectiveness  w as  regressed  on transformational
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Table 8
Transactional and Transformational Leadership Styles and Total Admissions
Source Tables
Source df SS F E Rf &
Equation 1
Mode! 3 1.382 0.38 n.s. 0 .042
Cont. Reward 1 0 .284 n.s. 0 .129
Active MBE 1 1.129 n.s. -0 .266
Passive MBE 1 0 .066 n.s. -0 .054
Error 26 31 .672
Total 29 33 .054
Equation 2
Model 4 1.387 0.27 n.s. 0 .042
Cont. Reward 1 0 .348 n.s. 0 .132
Active MBE 1 1.378 n.s. -0 .266
Passive MBE 1 0.062 n.s. -0 .069
TFL 1 0.005 n.s. -0 .020
Error 25 31 .667
Total 29 33 .054
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Table 9
Tables
Source df SS F E Rf £
.................Equation 1........................
Model 3 241.691 0 .40 n.s. 0 .044
Cont. Reward 1 103.675 n.s. 0 .174
Active MBE 1 16.275 n.s. -0 .710
Passive MBE 1 71.126 n.s. -0 .126
Error 26 5223 .956
Total 29 5465 .647
Model 4 304 .388 0.37 n.s. 0 .056
Cont. Reward 1 72.671 n.s. 0 .148
Active MBE 1 14.671 n.s. -0.067
Passive MBE 1 0.000 n.s. -0 .004
TFL 1 62.761 n.s. 0 .170
Error 25 5161 .258
Total 29 5465 .647
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Table 10
Transactional and Transformational Leadership Styles and Adjusted
Occupancy Source Tables
Source df SS F e Rf &
.............. Equation 1................
Model 3 0 .025 0.25 n.s. 0 .028
Cont. Reward 1 0.013 n.s. 0 .155
Active MBE 1 0.000 n.s. 0 .026
Passive MBE 1 0.000 n.s. 0.011
Error 26 0 .867
Total 29 0 .892
Equation 2
Model 4 0 .025 0.18 n.s. 0 .028
Cont. Reward 1 0.013 n.s. 0 .154
Active MBE 1 0.000 n.s. 0 .026
Passive MBE 1 0.000 n.s. 0 .015
TFL 1 0.000 n.s. 0 .006
Error 25 0 .867
Total 29 0 .892
73
Table 11
Transactional and Transformational LeadershiD Stvles and Effectiveness
Ratinas Source Tables
Source df s s £ fi Rf i
Model 3 
Cont. Reward 
Active MBE 
Passive MBE 
Error 26  
Total 29
70 .378
1
1
1
615 .489
685 .867
0 .99  n.s. 
0 .710  n.s. 
52 .932  n.s. 
1 .870 n.s.
0 .100
0.041
-0.362
-0.058
Model 4 
Cont. Reward 
Active MBE 
Passive MBE 
TFL 1 
Error 25  
Total 29
70 .386
1
1
1
0.000
615.481
685 .867
0.71 n.s. 
0 .665  n.s. 
52 .858  n.s. 
0 .788  n.s.
n.s.
0 .100
0 .040
-0.362
-0.054
0 .005
leadership style (separately for each of the  four m easu res  of organizational 
effectiveness); and organizational effectiveness  w as  regressed  on both 
transform ational leadership style and organizational s tra tegy  (separately for 
each  of the  eight possible com binations of organizational effectiveness, 
transform ational leadership style, and organizational s trategy). As noted, 
several regressions w ere run for each  link in the  Baron and Kenny formula, 
so th a t  all possible com binations of organizational s tra tegy  and 
organizational e ffectiveness  were covered. Each of th ese  prescribed links 
will be individually d iscussed  below.
Organizational S tra tegy  and Transformational Leadership Style 
Results of the  regression of organizational s tra tegy  on 
transform ational leadership style (see Table 12) indicate th a t  
transform ational leadership style w as  not a significant predictor of the 
Thom as and McDaniel (1990) organizational s tra tegy  scale. Also, 
transform ational leadership style w as  not a significant predictor of the 
Shortell and Zajac (1990) organizational s tra tegy  scale.
Organizational Effectiveness and Transformational Leadership Style
The results of the  regression of transformational leadership style with 
the  organizational e ffectiveness  m easures  are p resen ted  in Table 13. 
Transformational leadership style w as  not a significant predictor of total 
adm issions, occupancy , adjusted occupancy , or effectiveness rating.
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Table 12
Stra tegy  and Transformational Leadership Style Source Tables
Source df SS F fi Rf
......DV: Thomas & McDaniel (1990) Strategy Scale......
TFL 1 10.833 0.41 n.s. 0 .014
Error 28 743 .033
Total 29 753 .866
.............DV: Shortell & Zajac (1990) Strategy Scale.........
TFL 1 0.537 0.27  n.s. 0 .009
Error 28 56 .429
Total 29 56 .966
Table 13
Organizational Effectiveness and Transformational Leadership Style Source
Tables
Source df SS F E Rf
............ DV: Admits...............
TFL 1 0.006 0.01 n.s. 0 .000
Error 28 33 .048
Total 29 33 .054
.................................................................... DV: Occupancy.......................... -—
TFL 1 231 .012  1.24 n.s. 0 .042
Error 28 5234 .635
Total 29 5465 .647
............................................................... DV: Adjusted Occupancy.......................
TFL 1 0 .0 0 4  0.11 n.s. 0 .004
Error 28 0 .888
Total 29 0 .892
............................................................... DV: Effectiveness Rating........................
TFL 1 3 .417  0.41 n.s. 0 .005
Error 28 682 .449
Total 29 685 .856
77
The next section describes  the  results  of equations se t  up to a s se s s  
the  relation be tw een  transform ational leadership style and organizational 
s tra tegy  as  predictors of organizational effectiveness. Because there  were 
tw o  m easu res  of organizational s tra tegy  and four m easu res  of 
organizational effectiveness, all com binations of m easu res  will be reported. 
Organizational Effectiveness and Transformational Leadership Style and 
Organizational S trategy
Results of the  regressions be tw een  transform ational leadership style 
and the  Thom as and McDaniel (1990) organizational s tra tegy  scale with 
organizational e ffectiveness  are p resen ted  in Table 14. Transformational 
leadership style and the  Thom as and McDaniel organizational s tra tegy  scale 
did no t significantly predict total adm issions, occupancy , adjusted 
occupancy , or e ffectiveness  rating.
Results using the  Shortell and Zajac (1990) organizational s tra tegy  
scale w ere s tronger (see Table 15). Transformational leadership style and 
the  Shortell and Zajac organizational s tra tegy  scale did not significantly 
predict total adm issions or effectiveness  rating. However, transformational 
leadership style and the  Shortell and Zajac organizational s tra tegy  scale 
w ere significant predictors of occupancy , and accoun ted  for approximately 
2 6%  of the  variance in occupancy . In addition, transformational leadership 
style and the  Shortell and Zajac organizational s tra tegy  scale significantly
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Table 14
Source Table for Transformational Leadership Style and Thomas & McDaniel
(1990) Organizational Strategy Scale with Organizational Effectiveness
Source df SS F fi Rf £
- ..........DV: Admits...............
Model 2 0 .030 0.01 n.s. 0.001
TFL 1 0.008 n.s. -0.017
Strategy 1 0 .023 n.s. -0.027
Error 27 33 .025
Total 29 33.055
DV: Occupancy
Model 2 669.283 1.88 n.s. 0 .122
TFL 1 309 .810 n.s. 0 .240
Strategy 1 438 .245 n.s. 0 .285
Error 27 4796 .363
Total 29 5465 .646
DV: Adjusted Occupancy
Model 2 0 .062 1.01 n.s. 0 .070
TFL 1 0.008 n.s. 0 .095
Strategy 1 0 .059 n.s. 0 .258
Error 27 0 .830
Total 29 0 .892
DV: Effectiveness Rating
Model 2 15.170 0.31 n.s. 0 .022
TFL 1 2.037 n.s. -0.055
Strategy 1 11.750 n.s. 0 .132
Error 27 670 .697
Total 29 685 .867
Table 15
Source Table for Transformational Leadership Style and Shortell & Zajac
(1990) Organizational Strategy Scale with Organizational Effectiveness
Source df SS E fi 
............ DV: Admits...............
Rf &
Model 2 1.325 0 .56  n.s. 0 .040
TFL 1 0.001 n.s. 0 .006
Strategy 1 1.319 n.s. 0.201
Error 27 31 .729
Total 29 33 .054
DV: Occupancy
Model 2 1444 .216 4.85 < .0 5 0 .264
TFL 1 342 .566 n.s. 0 .252
Strategy 1 1213.131 <.01 0.473
Error 27 4 0 2 1 .4 3 0
Total 29 5465 .646
DV: Adjusted Occupancy
Model 2 0 .193 3 .74  < .0 5 0 .217
TFL 1 0.013 n.s. 0 .109
Strategy 1 0.242 <.01 0 .463
Error 27 0.699
Total 29 0 .892
—DV: Effectiveness Rating—
Model 2 124.652 3 .00  n.s. 0 .182
TFL 1 0.603 n.s. -0 .030
Strategy 1 121.243 < .0 5 0 .422
Error 27 561 .214
Total 29 685 .866
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predicted adjusted  occupancy , accounting for approximately 22 %  of the 
variance in adjusted occupancy .
Overall, it appears  th a t  transformational leadership style and the 
Shortell and Zajac (1990) organizational s tra tegy  scale w ere significant 
predictors of occupancy  and adjusted occupancy . The relations were quite 
strong; the  independent variables accoun ted  for more than  2 0%  of the 
variance in the  tw o  organizational effectiveness m easures . However, upon 
examination of the  results  p resen ted  in Table 15, it is clear th a t  in both 
c a se s  w here  the  model (transformational leadership style plus the  Shortell 
and Zajac organizational s tra tegy  scale) significantly predicted the 
effectiveness  m easure , organization s tra tegy  w as  the  sole significant 
predictor. Transformational leadership style did not add to  the  prediction of 
organization effectiveness. How th ese  results, com bined with the  o ther 
results pertinent to H ypothesis 6, relate to  Baron and K enny's  (1986) 
prescription for determining mediation will be p resen ted  in the  Discussion 
section of this paper.
Section Summary
A sum m ary of the  results  can be seen  by comparing the 
intercorrelations p resen ted  in Table 3 with the  conceptual model p resen ted  
in Figure 1. Personality w as  predicted to  be related to transformational 
leadership style. None of the  personality fac to rs  were significantly related
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to  either the  sum m ed or th e  weighted transformational leadership style 
scores . However, som e of the  personality variables w ere related to other 
com p o n en ts  of the  model. CEO autonom y w as  significantly related the  
Thom as and McDaniel (1990) organizational s tra tegy  scale (r = -.40). CEO 
self-esteem  w as  significantly related to all four organizational effectiveness  
m easu res  (rs ranged from .36  to  .48).
Transformational leadership style w as  predicted to  be related to 
organizational s tra tegy  and to organizational effectiveness. Neither the 
sum m ed nor the  weighted transformational leadership style score  w as  
related to  either organizational s tra tegy  scale nor to any organizational 
effec tiveness  m easure.
Finally, organizational s tra tegy  w as  predicted to be related to 
organizational effectiveness. This prediction w as  partially borne ou t by the  
results p resen ted  in Table 3. The Thom as and McDaniel (1990) 
organizational s tra tegy  scale  w as  not significantly related to  any of the 
organizational effectiveness m easures . The Shortell and Zajac (1990) 
organizational s tra tegy  scale w as  significantly related to occupancy  (r = 
.45), ad justed  occupancy  (r = .45), and effectiveness rating (r = .43).
Overall, the  results predicted by the  h ypo theses  and p resen ted  in 
Figure 1 w ere no t supported . However, som e of the com ponen ts  of the
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model p resen ted  in Figure 1 were related. These relationships will be 
p resen ted  as  an alternative model in the  Discussion section.
Supplem ental Findings 
Because of the  lack of results in support of the  defined hypo theses, 
supplem ental analyses  w ere conducted  to  explore an alternate way in 
which transform ational leadership style may be related to  CEO personality, 
organization s tra tegy , and organizational effectiveness. Specifically, 
transform ational leadership style w as  exam ined as  a m oderator in the 
relationship be tw een  CEO self-esteem  and organizational effectiveness and 
be tw een  organizational s tra tegy  and organizational effectiveness. Only 
results  related to transform ational leadership s ty le 's  possible m oderator 
e ffect are p resen ted  here. Results relating to transactional leadership style 
as  a possible m oderator are no t p resen ted  for tw o  reasons. First, the 
variable of in terest is transform ational leadership style, no t transactional 
leadership style. Second, examining results of m oderator analyses 
involving transactional leadership style proved them  to be non-significant.
According to Baron and Kenny (1986, p. 1174), a m oderator is a 
"variable th a t  a ffec ts  the  direction and/or s treng th  of the  relation be tw een  
an independent or predictor variable and a d ependen t or criterion variable." 
Baron and Kenny also a s se r t  th a t  it is desirable th a t  m oderator variables be 
uncorrelated  with predictors and criteria.
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As p resen ted  in Table 3, CEO self-esteem  and the  Shortell & Zajac 
(1990) organizational s tra tegy  m easure were significantly related to 
organizational effectiveness. In addition, transformational leadership style 
w as  uncorrelated with CEO self-esteem , organizational s tra tegy , or 
organization effectiveness. According to Baron and Kenny's (1986) 
criteria, then, it appears  th a t  transformational leadership style is a possible 
m oderator variable of the  relations be tw een  CEO personality and 
organization effectiveness and be tw een  organizational s tra tegy  and 
organization effectiveness.
M oderated regression analyses  were conducted  to te s t  
transform ational leadersh ip 's  possible m oderator effect. Cohen and Cohen 
(1983) prescribe the  following method: the  dep en d en t variable is regressed  
onto  the  proposed  m oderator variable, the independent variable, and the 
cross-p roducts  of the  m oderator and independent variables. A significant 
beta  w eight for the  c ross-product indicates a m oderating effect.
In this case , organizational effectiveness w as  regressed  onto 
transform ational leadership style (the proposed moderator), the  independent 
variable (CEO self-esteem  and the Shortell and Zajac (1990) organizational 
s tra tegy  m easure), and the  cross-product of the  transformational leadership 
style and the  independent variable. As with earlier analyses, because  
multiple m easu res  of variables were used, several regressions were
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conduc ted  for both equations. Each combination of independent variable 
and m oderator variable will be d iscussed  in a separa te  section as  they 
relate to the  organization effectiveness  m easures .
Transformational Leadership Style and CEO Self-Esteem With 
Organizational Effectiveness
The results of the  m oderated  regressions for transformational 
leadership style and CEO self-esteem  with each  of the  organizational 
effectiveness m easures  are p resen ted  in Table 16. Examining the  results 
assoc ia ted  with the  interaction term  (A X B), indicates th a t  no significant 
interaction be tw een  transformational leadership style and self-esteem  
exists.
To further clarify this relationship, additional analyses  w ere conducted  
to  determ ine if o ther variables (CEO tenure and hospital size) w ere possible 
confounds. If tenure or hospital size are related to  organizational 
effectiveness  and also to CEO self-esteem , then perhaps som e of the  
variance in organizational effectiveness  attributed to  self-esteem  is actually 
accoun ted  for by CEO tenure  or by hospital size. However, a series of 
correlations did no t support this possibility. CEO tenure  w as  not 
significantly self-esteem  or to  any m easure of organizational effectiveness. 
And, although hospital size w as  significantly related to  occupancy
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Table 16
Source Table for the Interaction betw een Transformational Leadership Style
and CEO Self-Esteem with Organizational Effectiveness
Source df SS F fi E! B.
- ......DV: Admits.........
Model 3 5 .563 1.75 n.s. 0 .168
TFL (A) 1 0 .108 n.s. 0 .619
Self-Esteem (B) 1 0 .354 n.s. 0 .943
A X B 1 0 .116 n.s. -0 .849
Error 26 27.491
Total 29 33 .054
DV: Occupancy
Model 3 1662 .286 3.79 < .0 5 0 .304
TFL (A) 1 247 .804 n.s. 2 .312
Self-Esteem (B) 1 332 .355 n.s. 2 .245
A X B 1 209 .624 n.s. -2 .800
Error 26 3 8 0 3 .3 6 0
Total 29 5465 .646
DV: Adjusted Occupancy
Model 3 0 .134 1.53 n.s. 0 .150
TFL (A) 1 0 .016 n.s. 1.473
Self-Esteem (B) 1 0 .027 n.s. 1 .545
A X B 1 0.015 n.s. -1 .874
Error 26 0 .758
Total 29 0.892
-DV: Effectiveness Rating.........
Model 3 110.034 1.67 n.s. 0 .160
TFL (A) 1 0.642 n.s. 0 .334
Self-Esteem (B) 1 4 .518 n.s. 0 .739
A X B 1 0 .997 n.s. -0.547
Error 26 575 .833
Total 29 685 .867
86
(r = .38) and to  e ffectiveness  rating (r = .44), it w as  no t significantly 
related to  self-esteem . These  additional analysis add support to  the  finding 
th a t  CEO self-esteem  is a significant predictor of organizational 
effectiveness.
Transformational Leadership Style and the  Shortell and Zajac (1990) 
Organizational S trategy  Scale With Organizational Effectiveness 
The results of the  m oderated  regressions for transformational 
leadership style and the  Shortell and Zajac (1990) m easure  of 
organizational s tra tegy  with the  three organizational e ffectiveness  m easures  
to  which it w as  significantly related are p resen ted  in Table 17. Examining 
the  results assoc ia ted  with the  overall model and the  interaction term  for 
each  source  table indicates th a t  the  model significantly predicted 
occupancy  and effectiveness  rating, bu t there  w as  no t a significant 
interaction be tw een  transform ational leadership style and organizational 
s tra tegy .
Table 17
Source Table for the Interaction betw een Transformational Leadership Style
and Shortell & Zaiac (1990) Oraanizational S tra teov  Scale with Oraanizational
Effectiveness
Source df SS E e R! £
Model 3 1879 .054 4 .54  < .0 5  0 .344
TFL (A) 1 676.211 < .0 5 1.012
Strategy (B) 1 654.001 < .0 5 2.455
A X B 1 434 .805 n.s. -2.072
Error 26 3586 .592
Total 29 5465 .592
. . . f^ \ /• /\ ■ ■ iofrtrl Mnm mnnnw........ .......l> v . MujUoicG uccupancy------------
Model 3 0 .225 2.93  n.s. 0 .253
TFL (A) 1 0.041 n.s. 0 .619
Strategy (B) 1 0 .057 n.s. 1 .794
A X B 1 0.032 n.s. -1.391
Error 26 0.667
Total 29 0.892
n\ t • FWnr'+i\/nnnoc 1?otmn..............u v . cTTeC/iivciicoS n d iin g -----------------------
Model 3 191.425 3 .36  < .0 5  0 .279
TFL (A) 1 54 .579 n.s. 0 .812
Strategy (B) 1 93 .070 < .0 5 2.615
A X B 1 66 .769 n.s. 2 .292
Error 26 494 .442
Total 29 685 .867
Discussion
The discussion will first focus  on results related to  the  descriptive 
sta tis tics, the  te s ts  of the  hypo theses ,  and the  supplem ental findings.
After tha t,  a model supported  by the  p resen t findings, implications, and 
directions for future research  will be d iscussed .
Descriptive Statistics
Sample Differences
The results p resen ted  in Table 2 sh o w  the  p resen t sample to be 
significantly different from the  normative groups on every m easure  excep t 
for CEO au tonom y and the  charism a subscale  of the  MLQ. The CEOs in 
the  p resen t sam ple scored  higher than  the  com parison group on self­
es teem , nAch, and dom inance. The CEOs in the  p resen t sample were 
rated higher than  the  com parison group on th ree  of the  four subsca les  of 
the  MLQ (inspiration, individualized consideration, and intellectual 
stimulation). The CEOs in the  p resen t sample w ere rated lower than  the 
com parison group on the  th ree  transactional leadership style subsca les  of 
the  MLQ (contingent reward, active m anagem ent-by-exception, and passive 
m anagem ent-by-exception). Finally, the  hospitals in the  p resen t sample 
w ere described as  having m ore of a prospector (domain-offensive) s tra tegy  
than  w ere hospitals in the  com parison group. Three possible explanations 
are offered here.
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First, hospital CEOs may be different from the  normative groups. For 
the  m ost part, sub jec ts  in the  normative groups w ere neither top-level 
execu tives nor employed in the  healthcare field. It is possible th a t  hospital 
CEOs are different on the  m easured  variables from male college s tuden ts , 
mid-level m anagers  for an exp ress  mail delivery com pany, or m anagers  in 
business  and industry. One of the  d ifferences can n o t be explained this 
way, how ever. The normative sample for the  Shortell and Zajac (1990) 
organizational s tra tegy  m easure  w as  com posed  of hospital CEOs.
The second  possible explanation is th a t  the  raters who com pleted the 
MLQ in the  p resen t sample may be different from the  raters in the  
normative groups. The p resen t sample included departm ent head or vice 
p resident level m anagers  in the  healthcare field. The com parative sam ples 
w ere non-supervisory level em ployees in an express  mail delivery com pany 
and in business  and industry. The way supervisory level raters view their 
superiors may be different from the  way non-supervisory level raters view 
theirs.
The third possible explanation concerns  the hospital industry.
Hospitals m ust comply with specific federal regulations. They m ust also 
continually p ass  accreditation inspections. These working conditions may 
have influenced the  p resen t results. Any contamination due to hospitals ' 
working a tm osphere  would not exist in the  com parative samples.
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W hatever the  reason for the  differences, the  fac t  th a t  th ese  
d ifferences exist has implications for the  generalizability of the  results of 
the  p resen t study. Because the  p resen t sample w as  different from 
com parison groups on virtually every m easure, the  generalizability of the 
p resen t results to  o ther populations is questionable. The results of the 
p resen t s tudy  may not hold true for o ther samples.
Leadership Style Factors
Results obtained in th e  p resen t s tudy  raise questions  regarding the 
psychom etric  properties of th e  MLQ. First, previous research  and theory 
indicate th a t  the  leadership style fac to rs  of the  MLQ tend  to  be 
intercorrelated. The results in Table 3 contrad ict th a t  position. As 
p resen ted  earlier, not all subsca les  of the  MLQ w ere significantly 
intercorrelated.
Second, the  version of the  MLQ used in the  p resen t s tudy  w as  
designed to  m easure  seven  leadership style factors . A factor analysis 
revealed th a t  only four fac to rs  em erged in the  p resen t sample. Subsequen t 
analyses  indicated th a t  the  th ree  proposed  transactional leadership style 
fac to rs  w ere present; how ever, only one transformational leadership style 
factor em erged, instead of four. There are several possible explanations for 
th e se  findings.
91
One possible explanation is th a t  the  CEOs in the  p resen t sample may 
have exhibited an undifferentiated style of transformational leadership. A 
second  possible explanation is th a t  the  raters  in the  p resen t sample were 
unable to  differentiate be tw een  the  various face ts  of transformational 
leadership. The evidence in support of either of th ese  possible explanations 
is th a t  th e  p resen t sample w as  significantly different from normative 
sam ples on the  MLQ.
A third possible explanation is th a t  the  current version of the  MLQ 
d oes  no t differentiate be tw een  the  four transformational leadership style 
com ponen ts .  Evidence to support  this explanation can be found in the 
"history" of the  MLQ.
As described earlier, the  MLQ w as  based  on a factor analysis of 73 
items (Bass, 1985). The initial sample consis ted  of 104  subjec ts , and the 
factor analysis revealed seven  distinct fac tors  (three transactional and four 
transformational). However, since a sample size of 104  is not ad eq u a te  for 
a factor analysis of 73 items, Bass added the results of 72 additional 
sub jec ts  to  the  initial results. The second  factor analysis revealed only five 
fac to rs  (two transactional and three transformational). The combined 
sam ple size of 176  is still no t  adequa te  for a factor analysis of 73 items. 
However, Bass concluded th a t  since the  factors  "did no t change
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substantially" after the  additional 72 sub jec ts  w ere added, support  w as  
ad eq u a te  for five fac tors  of transformational leadership style (p. 207).
Inconsistencies continued regarding the  num ber of fac to rs  of 
transform ational leadership style. Hater and Bass (1988) reported six 
fac to rs  (three transactional and th ree  transformational). Howell and 
Higgins (1990) reported four transformational factors.
Since published information on this particular scale does  no t exist, it is 
impossible to  determ ine which of the  three explanations offered here is 
m ost likely. However, there  is enough evidence to  su g g e s t  th a t  a 
reformulation of the  MLQ m ay be necessary .
T ests  of H ypotheses 
None of the  hyp o th eses  w ere supported  by the  p resen t results. 
Transformational leadership style did not add to the  prediction of CEO 
personality or of organizational effectiveness  beyond th a t  of transactional 
leadership style factors. In fact, neither the  transactional nor the  
transform ational leadership style factors  were related to any of the  
dep en d en t m easures.
In addition, organizational s tra tegy  did not m ediate a relation be tw een  
transform ational leadership style and organizational effectiveness. As 
s ta ted  earlier, three conditions m ust be m et to imply mediation: 
Transformational leadership m ust be related to organizational stra tegy ,
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transform ational leadership m ust be related to organizational effectiveness, 
and transform ational leadership style m ust not be related to organizational 
e ffectiveness  w hen organizational s tra tegy  is controlled. Only tw o  of th ese  
conditions were m et in the  p re sen t  study: The Shortell and Zajac (1990) 
organizational s tra tegy  m easure  w as  significantly related to  organizational 
effectiveness, and transform ational leadership style w as  no t related to 
organizational e ffectiveness  w hen organizational s tra tegy  w as  controlled. 
However, since transform ational leadership style w as  no t related to 
organizational effectiveness, s tra tegy  can n o t  be a m ediator be tw een  
transform ational leadership style and organizational effectiveness.
Supplem ental Findings 
Because the  h y p o th ese s  se t  forth in the  p resen t s tudy  w ere not 
supported  by the  p resen t research , exploratory analyses  w ere conducted . 
Specifically, transform ational leadership style w as  te s te d  as  a possible 
m oderator be tw een  CEO self-esteem  and organizational effec tiveness  and 
be tw een  organizational s tra tegy  and organizational effectiveness.
CEO self-esteem  w as  significantly related to  organizational 
effectiveness, indicating th a t  CEOs in hospitals with high effectiveness  also 
had high self-esteem . Similarly, there  w as  a positive relationship be tw een  
the  Shortell and Zajac (1990) organizational s tra tegy  m easure  and three of 
the  four organizational effec tiveness  m easures , indicating th a t  hospitals
94
employing a more domain-offensive s tra tegy  had higher effectiveness. 
Transformational leadership style did not m oderate  any of th ese  
relationships.
In the  course  of hypothesis  testing and supplem ental analysis, an 
interesting pattern  em erged involving the  tw o  organizational s tra tegy  
m easures . The Shortell and Zajac (1990) organizational s tra tegy  scale w as  
significantly related to  th ree  of the  four e ffectiveness  ou tcom es, while the 
Thom as and McDaniel (1990) organizational s tra tegy  scale w as  not related 
to  any effectiveness  m easure  (see Table 3). However, CEO autonom y w as 
significantly related to  the  Thom as and McDaniel scale, but not to  the 
Shortell and Zajac scale.
One possible explanation for this difference is th a t  the  tw o  scales  
cap ture  slightly different cons truc ts .  Although the  tw o  sca les  are 
significantly intercorrelated (r = .59), they  are no t perfectly correlated. 
There are d ifferences be tw een  the  tw o  scales. The Shortell and Zajac 
(1990) organizational s tra tegy  scale focused  on the  stability of service and 
facilities. The Thom as and McDaniel (1990) organizational s tra tegy  scale, 
on the other hand, included items focusing on com peting for new  patient 
bases. While innovation of serv ices and facilities may be one w ay to 
a ttrac t  new  patients, there  are other w ays such  as  employing marketing
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strategies . Because the  items of the  tw o  sca les  w ere different, they  may 
have been tapping slightly different construc ts .
Alternative Model 
The proposed relations se t  forth in the  conceptual model p resen ted  in 
Figure 1 were not borne ou t by the  p resen t research. However, as  
presen ted  earlier, som e of th e  com ponen ts  of the  conceptual model are 
interrelated. These results are incorporated in the  alternative model 
p resen ted  in Figure 2.
CEO self-esteem  w as  positively related to all four organizational 
effectiveness m easures . Hospitals w hose  CEOs reported higher self­
es teem  tended  to  be more domain-offensive. In addition, CEO autonom y 
w as  negatively related to he Thom as and McDaniel (1990) organizational 
s tra tegy  m easure. Hospitals w hose  CEOs had high autonom y tended  to 
have more of a domain-defensive strategy . Finally, the  Shortell and Zajac 
(1990) organizational s tra tegy  scale w as  positively related to  th ree  of the 
four organizational effectiveness m easures  (occupancy, adjusted 
occupancy , and effectiveness  rating). Hospitals th a t  w ere more domain- 
offensive tended  to  have higher effectiveness than  hospitals th a t  were 
more domain-defensive. Transformational leadership style is not included 
in the  alternative model becau se  it w as  not related to CEO personality, 
organizational s tra tegy , or organizational effectiveness.
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Implications
The p resen t results have several implications. These will be presented  
in th ree  sections, a s  they relate to descriptive s ta tistics, te s ts  of 
hypo theses ,  and supplem ental findings.
Descriptive Statistics
The p resen t sample differed from com parison groups on virtually every 
m easure  used in this study. As d iscussed  earlier, this finding has 
implications for the  generalizability of the  results of this s tudy. Because 
the  sam ple group appears  to  be different from the  com parison groups, 
relationships th a t  hold true for the  p resen t sample may not hold true for 
o ther groups.
In addition, the  sample differences may have implications for the 
results  of the  p resen t s tudy. Transformational leadership theory  w as  
based , in part, on results of research  using a variety of sam ples. The 
results  p resen ted  in Table 2 show  the  p resen t sample to  be significantly 
different from sam ples used  in the  developm ent and extension of 
transformational leadership theory. If the  p resen t sample is different from 
the  groups upon which transformational leadership theory and the  
predictions of the  p resen t research  w ere based , then  perhaps  the  lack of 
support for the  h ypo theses  of the  p resen t s tudy  are due to th e se  sample 
differences. If the  p resen t sam ple differed from com parison sam ples from
98
other transform ational leadership research , then  the  expec ted  results (or 
hypotheses)  based  on such  research  may not be supported .
An additional influence on the  lack of significant results may have 
been the  fac t  th a t  only one transform ational leadership style factor 
em erged instead of four fac to rs . If any psychom etric  problems with the 
MLQ exist, they  may have affected  the  results of the  p resen t s tudy.
Finally, small sample size probably contributed to the  lack of 
significant results. Although data  w ere collected from 2 4 4  participants 
(CEOs and their direct reports), da ta  were aggregated  within each  hospital. 
This resulted in a sample size of 30. This w as  done to keep all analyses  at 
th e  organizational level, bu t it greatly reduced the  pow er of th e  analyses. 
T ests  of H ypotheses
The hyp o th eses  w ere no t supported  by the  results; how ever, findings 
related to the  te s ts  of the  h y p o th eses  have implications in a variety of 
areas.
Personality. Although the  proposed link be tw een  personality and 
leadership style w as  not established, CEO personality w as  significantly 
related to  o ther ou tcom e variables. Self-esteem  w as  positively related to 
all hospital effectiveness  m easu res  and to organizational s tra tegy . This 
indicates th a t  CEOs w hose  hospitals were doing well also had a positive 
self-image. Autonomy w as  negatively related to  the Thom as & McDaniel
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organizational s tra tegy  m easure . This indicates th a t  CEOs w ho had a 
s trong need for self-determination and a tendency  to  break aw ay  from 
restrictions tended  to  employ a dom ain-defensive s tra tegy  rather than  a 
domain-offensive s tra tegy . None of the  o ther CEO personality variables 
w ere  related to  any o ther ou tcom e m easure.
Previous au thors  (e.g., Bedeian & Touliatos, 1978; Berman & Miner, 
1985; Day & Silverman, 1989) have su g g es ted  th a t  executive personality 
is an im portant factor th a t  should receive increased attention. For the  m ost 
part, the  results  of the  p resen t s tudy  do not support th a t  position. Of the 
personality variables included in the  p resen t s tudy, only self-esteem  w as 
related to  organizational effectiveness. Additionally, only au tonom y w as  
related to  one of the  tw o  m eau sres  of organizational s tra tegy .
Effectiveness. Transformational leadership style w as  not significantly 
related to  any of the  organizational e ffectiveness  m easures . Four potential 
explanations of the  lack of significant findings have implications for 
transform ational leadership research.
First, perhaps  transform ational leadership style is not related to 
organizational level ou tcom es. As d iscussed  earlier, previous research  
indicated a link be tw een  transform ational leadership style and individual 
and group level ou tcom es. Maybe transform ational leadership style is only
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a useful co n s tru c t  a t  the  individual and group levels and not a t  the 
organizational level.
Second, the  lack of significant findings may be a result of independent 
m easu res  of variables. As d iscussed  earlier, previous research  establishing 
a link be tw een  transform ational leadership style and effectiveness  
potentially suffered from sam e source  bias. The p resen t s tudy  used 
m easu res  of transform ational leadership style th a t  w ere independent of the 
ou tcom e m easures . Perhaps the  significant findings in the  previous s tudies 
w ere artificially elevated b ecau se  of sam e source  bias. Additional research 
using independent m easu res  of effectiveness  a t  the  individual and group 
level is needed before a link be tw een  transformational leadership style and 
e ffectiveness  a t  th o se  levels can be established.
Third, the  specific m easu res  used in the  p resen t s tudy  may not 
accurately  indicate organizational effectiveness. While this is a possibility, 
tw o  fac ts  support the  use  of the  effectiveness  m easures  chosen  for the 
p resen t s tudy. First, the  e ffectiveness  m easures  are the  sam e ones 
accep ted  by and commonly used by the  American Hospital Association. 
Second, one of the  m easures , effectiveness rating, tapped  "overall 
e ffectiveness ,"  and w as  no t limited in scope  as  the  archival m easures  may 
have been.
Finally, the  lack of significant results may be a result of how 
exceptional perform ance w as  operationalized. According to Bass (1985), 
transformational leadership is related to  and responsible for exceptional 
perform ance. In the  p resen t s tudy, exceptional perform ance w as  
operationalized as  higher organizational effectiveness. Perhaps exceptional 
perform ance only refers to  extremely high (e.g., the  top 2%) perform ance. 
Maybe transform ational leadership does  not influence perform ance until 
som e threshold of perform ance is reached. If this is true, then  the  lack of 
significant results could be due to the  possibility th a t  none of the  hospitals 
in the  p resen t s tudy  reached  the  threshold of exceptional perform ance. 
However, this explanation se e m s  improbable becau se  previous 
transformational leadership s tud ies  did not incorporate the  co n cep t  of 
exceptional perform ance. Those s tud ies  simply reported positive relations 
be tw een  transformational leadership and individual and group level 
ou tcom es.
Organizational s tra te g y . Although the  hypothesized link be tw een  
transformational leadership style, organizational s tra tegy , and organizational 
effectiveness  w as  not supported  by the  findings, the  p resen t s tudy found 
th a t  a prospector, or domain-offensive, organizational s tra tegy  w as  
positively related to organizational effectiveness. That is, hospitals with
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domain-offensive s tra teg ies  outperform ed hospitals with domain-defensive 
stra teg ies . This finding corroborates  the  results of previous research.
Miller and Toulouse (1986) found th a t  domain-offensive s trateg ies  
w ere positively related to organizational effectiveness. Hambrick 's (1983) 
results  w ere less clear-cut. He found domain-offensive s tra teg ies  to be 
positively related to som e ou tcom e m easures  and domain-defensive 
s tra teg ies  to  be positively related to  o thers. Hambrick concluded th a t  
e ffectiveness  d ifferences due to  s tra tegy  w ere linked to environmental 
conditions. Domain-defensive organizations do well in s table environm ents 
or industries, while domain-offensive organizations perform well in 
innovative environm ents  or industries. This conclusion w as  echoed  by 
Jau ch  and Kraft (1986), w ho  cited evidence th a t  environm ent is an 
im portant factor in the  link be tw een  s tra tegy  and organizational 
e ffectiveness. Because hospitals inhabit an innovative environm ent (Keef, 
Jo h n so n , & Wright, 1990), hospitals employing a domain-offensive 
s tra tegy  should outperform  th o se  with domain-defensive s trategies. The 
results of the  p resen t s tudy  support th a t  conclusion.
Supplemental Findings
Both CEO self-esteem  and organizational s tra tegy  were related to 
organization effectiveness, bu t transformational leadership style does  not 
appear to m oderate  those  relations. Transformational leadership style had
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neither a direct nor an indirect a ffect on the  individual and organization 
level variables in the  p resen t s tudy. Given th ese  findings, the  value of the  
transform ational leadership style co n s tru c t  in organizational research  is 
questionable.
Applied Implications 
In addition to  the  implications detailed above, the  results of the  
p resen t s tudy  have several applied implications. One such  implication 
relates to selection. Since hospitals in the  p resen t s tudy had higher 
effectiveness  w hen they  had CEOs with higher self-esteem , perhaps 
cand ida tes  for CEO positions should be evaluated on self-esteem .
A word of caution regarding this suggestion  is w arranted. The 
relations reported be tw een  self-esteem  and effectiveness used incum bent 
CEO self-esteem , not candidate  self-esteem . The p resen t research  did not 
establish a causal relation be tw een  self-esteem  and effectiveness. That is, 
it is equally likely th a t  organizational effectiveness affected  CEO self­
e s teem  as  it is th a t  CEO self-esteem  affected  effectiveness. To augm ent 
the  results pertaining to  self-esteem  as  a potential selection criteria, 
research  should explore the  relations be tw een  candidate  self-esteem  before 
selection and hospital effectiveness  after the candidate  has been selected.
Another applied implication concerns  organizational s tra tegy.
Hospitals in the  p resen t s tudy  th a t  had a domain-offensive s tra tegy  had
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higher organizational effec tiveness  than  did hospitals with a domain- 
defensive s tra tegy . Perhaps hospitals would benefit from espousing  a 
domain-offensive s trategy .
Caution is advised in relation to this implication b ecau se  of the  
d ifferences exhibited by the  p resen t sample. The correlation be tw een  
stra tegy  and effectiveness  m ay no t be generalizable to  o ther sam ples. In 
addition, the  relation be tw een  organizational s tra tegy  and organizational 
e ffectiveness  w ere based  on results obtained from 3 0  hospitals. Before 
th e se  results can be generalized to  o ther sam ples, additional research  with 
larger sam ple size should be conducted . Finally, the  p resen t research  did 
no t establish a causal relation be tw een  organizational s tra tegy  and 
organizational effectiveness. It is equally possible th a t  hospitals th a t  w ere 
performing well espo u sed  a domain-offensive s tra tegy  as  it is th a t  a 
domain-offensive s tra tegy  led to  higher effectiveness.
Future Research
The results of the  p resen t s tudy  can provide direction for future 
research  in several areas. First, the  fac t th a t  the  p resen t sam p le 's  sco res  
were significantly different from the  sco res  of normative groups lends 
continued support to the  generally accep ted  philosophy th a t  organizational 
research  be conducted  in a variety of se ttings  to ensure  generalizability.
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Future research  in all a reas  should continue to  use  a variety of sam ples, 
including sub jec ts  from various bus inesses  and industries.
Additional research  should also be directed a t the  psychom etric  
properties of the  MLQ. The version of the  MLQ used  in the  p resen t s tudy 
yielded one transform ational leadership style factor instead of four, and 
previous versions have m et with similar difficulty. Additionally, the 
subsca les  of the  MLQ in the  p resen t s tudy  did not exhibit the 
interrelationships outlined in transform ational leadership theory. Further 
s tud ies  using larger sam ples are needed to  establish the  stability of the 
fac to rs  m easured  by the  MLQ. As d iscussed  earlier, the  sam ple sizes used 
in the  developm ent of the  MLQ w ere inadequate . Additionally, future 
s tud ies  assess ing  the  psychom etric  properties of the  MLQ should 
incorporate a confirmatory fac tor analysis design. More research  should be 
directed a t  refining the  MLQ so th a t  the  theoretical co n s tru c ts  are 
consistently  revealed in empirical studies. It seem s prudent to s top  using 
the  MLQ until a reliable and valid version is developed.
Additionally, future research  in the  transformational leadership area 
should take into consideration level of analysis. Given the  potential 
problems with the  previous research which linked transformational 
leadership style with individual and group level ou tcom es, more research  is 
needed  before a true link a t  th e se  levels can be established. Furthermore,
b ecau se  no published research  exists  ye t which links transformational 
leadership style to  organizational level ou tcom es, and because  the  p resent 
s tudy  could no t establish such  a link, the  value of more research a t  the 
organization level of analysis is questionable a t  best. Although Bass 
(1985) u ses  transform ational leadership style to  explain instances  of 
exceptional organizational perform ance, there is no empirical evidence to 
support this.
Finally, fu ture  research  should also be directed a t  organization 
s tra tegy . A growing body of research  exists  which has linked s tra tegy  to 
organizational effectiveness. The p resen t s tudy replicated th o se  findings.
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Appendix A: Rosenberg Self-Esteem Scale
(1)
(2 )
(3)
(4)
(5)
(6)
(7)
(8 )
(9)
( 10 )
On the  whole, I am 
satisfied with myself.
At tim es I think 
good a t  all.
am  no
I feel th a t  I have a 
num ber of good 
qualities.
I am able to  do th ings 
as  well a s  m ost o ther 
people.
I feel I do no t have 
m uch to  be proud of.
I certainly feel use less  
a t  times.
I feel th a t  I'm a person 
of worth, a t  least on an 
equal plane with o thers.
I wish I could have 
more resp ec t for 
myself.
All in all, I am  inclined 
to  feel th a t  I am  a 
failure.
I take  a positive 
a ttitude tow ard  myself.
Strongly Strongly
Agree Agree Disgree Disagree
2
2
2
3
3
3
4
4
4
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Appendix G: Overall Effectiveness
1. How effective is the  hospital a t  recruiting patients.
Not S o m ew h at Extremely
Effective Effective Effective
A B O D E  F G
2. How effective is the  hospital a t  maintaining high census?
Not S o m ew h at Extremely
Effective Effective Effective
A B C  D E F G
3. Rate the  overall e ffectiveness  of the  hospital.
Not S o m ew h a t Extremely
Effective Effective Effective
A B C  D E F G
1 2 2
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